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EVALUATION OF EXISTING ISSUANCE SYSTEMS IN THE FOOD STAMP PROGRAM
Executive Summary

Results from a study of 30 food stamp project areas with effective issuance systems
indicate that systematic implementation of a basic set of control techniques can
minimize vulnerability to benefit losses without disproportionately increasing
administrative costs. Further, this study concludes that a nationwide reduction in
benefit losses, equal to approximately $30 million per year, can be achieved through
improved food stamp issuance practices. '

The study, sponsored by the Food and Nutrition Service (FNS) of the United States
Department of Agriculture (USDA), had two primary objectives: (1) to identify and
compare the operational and program settings characteristic of effective issuance
systems; and (2) to provide benchmarks against which the administrative costs and
benefit losses of existing issuance systems can be compared.

-
Design of food stamp issuance systems and the selection of control techniques have,
historically, been left to the discretion of State and local Food Stamp Program (FSP)
agencies. Using benchmarks developed in this study, State and project area
administrators can determine whether their issuance systems are performing as well as
systems identified as exemplary. If their systems do not compare favorably, the study
results provide information that will assist administators in deciding whether to add
specific controls to existing operations or to shift to a different type of issuance
system. At the same time, study results will be useful to FNS officials in developing
issuance policies and regulations that encourage more effective control strategies.
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1. 30 LOCAL SITES WERE CHOSEN TO REPRESENT FIVE ISSUANCE SYSTEM
TYPES

The study examined the five basic types of issuance systems used in the Food Stamp
Program:

o  Authorization to Participate (ATP) - In ATP systems, authorization cards are
mailed directly to clients every month. Each client must present a valid ATP
card and an identification card to a local coupon delivery agent in order to
receive his/her benefit allotment.

o Direchelivery - In Direct Delivery systems, monthly authorizations (usually
ATP cards) are sent to a local coupon delivery agent. As in other over-the-
counter issuance systems, clients must present an identification card and sign
the authorization document to get their benefits.

o On-Line - On-line systems involve computerized authorization and
verification. A monthly update to the central computef constitutes
authorization. Clients present identification cards to a delivery agent who
verifies authorization by éhecking the central computer file. After clients
sign a register acknowledging food stamp receipt, the issuance transaction is
recorded immediately on the automated master file.

o Direct Mail - Coupons are mailed directly to recipients in this system. Each
month a data management unit prepares a list of households authorized to
receive benefits by mail. Except in special circumstances when certified or
registered mail is used, neither the client's signature nor identification is

required.

o0  Household Issuance Record (HIR) - This is a manual approach to food stamp
issuance. The authorizing document, an HIR card, provides a continuous
record of all issuance transactions for an individual household through the
entire period of the household's eligibility. Clients must present
identification and sign the HIR card for each issuance,
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A majority of food stamp project areas use a combination of systems - typically, direct
mail as a secondary method to support one of the other four system types.

Data were collected for 30 local project areas judged to have exemplary issuance

systems. Staff from Food and Nutrition Service headquarters and regional offices

selected the study sites based on each project area's ability to promote issuance system
integrity. By focusing on project areas with effective issuance systems, an inventory of
"good practices" was developed for all five issuance system types. :

The general approach to describing a project area's issuance system was to track both the
flow of authorization information and the physical movement of coupons. This allows a
detailed examination of points in the information and coupon'ﬂow that are vulnerable to
benefit loss. The potential for loss occurs at points where information is transcribed or
communicated from one person to another. Each potential vulnerability point was
examined to determine what control techniques, if any, have been implemented by these
project areas to avoid or reduce benefit losses. .

Concurrently, the administrative costs and benefit losses associated with each pfoject
area's issuance system were determined. Benefit loss data were abstracted from routine
reports to FNS between April, 1982 and March, 1983. This information was then
augmented and validated through on-site interviews with FSP staff and an examination of
source documents. While the primary focus was on the total administrative cost of
issuance, a detailed cost analysis was carried out to ensure that project area totals are
made up of comparable cost elements.

2. IMPLEMENTATION OF A SET OF EFFECTIVE ISSUANCE PRACTICES APPEARS
TO REDUCE BENEFIT LOSSES WITHIN EACH SYSTEM TYPE

The table below compares the benefit loss in study sites to national data for the period
April, 1982 through March, 1983. These figures show that for each issuance system type,
study sites reported losses lower than the comparable national average. The control
practxoes associated with lower issuance loss are summarized in the following

paragraphs.
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LOSS COMPARISONS BETWEEN GOOD PRACTICE SITES AND THE
NATIONAL FOOD STAMP PROGRAM
April, 1982 - March,1983

Loss Performance Measures

Primary Number of Inventory Loss ATP Loss Mail Loss
System Type - Study Sites- per Household per Transaction per Issuance

ATP : 10 $.01 . $.13 $.24%
Dir. Delivery 4 .03 .11 J22%
On-line 5 .02 N/R 30
Direct Malil 8 < .01 N/A .61
HIR 3 < .01 N/A 34w
National Average $.05 $.43 $.75

* Mail used as a secondary method of benefit delivery
N/R Unmatched authorizations are not routinely reported in On-line systems
N/A Not applicable to system type .

Inventory loss, which is caused by cashier errors during benefit delivery and thefts from
coupon supplies, has been minimized by good practice sites through (1) strict adherence
to FNS regulations concerning the receipt, transfer and disbursement of food coupons; (2)
installation of a variety of security devices and procedures; and (3) implementation of
redundant cashier practices and staggered delivery.

It is evident from the data above that there is little variation in inventory loss across
system types. Furthermore, all system types, as represented by the study sites, control
inventory loss through a common set of practices. These controls and their use by
issuance system type are detailed in Exhibit A.

Issuance loss in ATP systems can also occur as a result of duplicate participation by an
authorized client, negotiation of a valid ATP card by an unauthorized individual, or less
frequently, transaction of an invalid ATP card. Procedures used routinely by effective
ATP systems include: (1) timely processing of household eligibility data; (2) verification
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GUIDE TO ISSUANCE CONTROLS BY SYSTEM TYPE
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of eligibilify data through a variety of computerized edits; and (3) vigorous verification
of a client's identity at the coupon delivery point. Additional control techniques have
been implemented by some ATP study sites, and these are described in Exhibit A.

In direct delivery systems, issuance loss (other than an inventory shortage) is typically
tied to manual ATP replacements. When replacements are prepared manually, errors are
more likely to occur. Discrepancies between ATP cards and the authorization file show
up initially as loss. The benefit loss associated with these errors may or may not be |
recovered, and in every case the recovery efforts will involve some administrative
expense. Computer generation of both original and replacement ATP cards minimizes
this kind of error and the associated costs.

Direct mail loss is controlled by securing coupon delivery to both the postal service and
clients. Among good practice sites, this usually involves: (1) the use of pre-sorted and
sealed first class mail for routine delivery; (2) analysis of mail loss and returns; and (3)
limiting replacement delivery to over-the counter transfer. In project areas that use
direct mail as a secondary method of delivery, losses are smaller because these sites mail
selectively to lower-risk households. Controls used by effective primary and secondary
mail issuance systéms are elaborated in Exhibit A.

On-line issuance loss is typically confined to unauthorized issuance during computer
downtime, or in some places, a lost or stolen transaction card that's used to get benefits
before a hold is placed on the on-line authorization file. The most effective controls for
these vulnerabilities include restrictions on benefit delivery during computer downtime
and the use of photo identification. A more complete list of controls used by on-line
study sites is included in Exhibit A.

The largest potential for loss in an HIR system is related to manual information
processing. Such procedures are relatively slow and inaccurate. Effective HIR systems
have improved system timeliness by monitoring and enforcing deadlines, such as
turnaround time for notification data processing and cutoff dates for file updating.
Accuracy is promoted by duplicating functions that are most vulnerable to human error,
such as calculating benefit amounts, posting notification data on HIR cards and
converting allotment values to coupon book combinations. The control techniques used
by effective HIR systems are elaborated in Exhibit A.
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3. HIR, DIRECT DELIVERY, AND ON-LINE SYSTEMS HAVE INHERENT
ADVANTAGES

Major vulnerabilities to loss occur when ATP cards or coupons are mailed to recipients.
These are eliminated in systems which keep authorization documents at issuance points
and deliver coupons to recipients in person. Although there are no routinely reported
data on discrepancies between benefits authorized and delivered in the three system
types with both characteristics — HIR, direct delivery and on-line — each provides
greater physical control over author‘ization documents and coupons.

HIR systems use a permanent authorization and issuance record document that is kept in
the local FSP office and thus is not exposed to external loss. Because recipients must
come to a central office, however, this system type is most suitable in project areas that
have relatively small client populations and are geographically compact. This reduces
the risk of fraud even further in that issuance workers are likely to know and recognize
recipients on an individual basis.

Direct delivery systems transfer monthly authorization documents to issuance locations
rather than to individual clients' home addresses. This facilitates much tighter physical
security in the authorization and transfer processes. The limited data that are available
indicate that direct delivery systems control loss due to unauthorized issuance more
effectively than ATP or direct mail systems. '

On-line systems eliminate the use of paper authorization documents altogether.
Concomitantly, this eliminates the risk of losing paper documents, limits the opportunity
to alter authorization records fraudulently, and facilitates rapid updating of the
authorization file. Issuance loss associated with unauthorized participation is $.02 per
household in the one on-line study site reporting during the project period. This is
significantly less than unit losses for ATP and direct mail systems.

4. DIFFERENCES IN THE ADMINISTRATIVE COST OF ISSUANCE OPERATION
* ACROSS SYSTEM TYPES ARE NOT STATISTICALLY SIGNIFICANT

The administrative costs of issuance are defined to include: (1) salaries and fringe
benefits of FSP staff responsible for issuance activities: (2) automated data processing
costs associated with the FSP master file; (3) fees paid to contract issuance agents; and
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(4) miscellaneous direct costs, such as, postage, transportation, and security. In the table
below, average administrative costs for issuance in the good practice sites are presented
by primary system type and overall.

ADMINISTRATIVE COSTS OF ISSUANCE FOR GOOD PRACTICE SITES
April, 1982 - March, 1983

Primary Number of Administrative Cost

System Type Study Sites per Household
ATP 10 $1.70
Direct Delivery 4 1.49
On-line 5 191
Direct Mail ] 1.64
HIR 3 1.66
Overall Weighted i 30 . $1.63
Average '

Many observers of the FSP have the impression that direct mail systems are relatively
low cost operations because they use less direct labor and computer support. Detailed
analysis of effective direct malil sites indicates, however, that their labor and computer
support requirements are not substantially lower than those of the other system types
and that the small savings that may be realized in those components are offset by higher
postage. Thus, the total administrative costs of direct mail study sites are not
significantly different from the overall average.

Direct delivery project areas have the lowest administrative costs among the 30 study
sites. The absence of postage costs for ATP delivery to clients accounts for some of this
difference. However, the small number of direct delivery sites and the variability among
them limit the validity of this estimate.

On-line project areas have the highest administrative costs. ADP operating costs appear
to be a substantial factor. As with direct delivery sites, however, the usefulness of this
estimate for making national projections is limited. High administrative costs for on-line
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issuance may be attributed as much to the idiosyncratic conditions of the on-line study
sites as to inherently greater resource requirements.

5. THERE ARE SEVERAL OPTIONS FOR IMPROVING FOOD STAMP ISSUANCE

Direct delivery and on-line systems have the capacity to perform well in a variety of
settings. Adoption of either approach should be considered where a State or local FSP
agency has the resources necessary for conversion. The requirements for implementing
an on-line system are particularly sensitive to the existing computer environment. In
highly automated situations, the incremental resources that are required may not be
large, but in a relatively unsophisticated environment, start-up costs may be prohibitive.

When conversion to a direct delivery or on-line system is not feasible, adoption of
practices described earlier may yield measurable improvements in ATP and direct mail
systems. Exhibit A provides a guide to the frequency with which various controls are
used in each system type. Those strategies used across types have not only the broadest
applicability, but the most promise for success. Similarly, within any one system
category the more frequently a control is used, the more likely it is to be a pre-requisite
for effective issuance. .

It is important to realize that implementation of a new control does not guarantee a
reduction in issuance loss for a specific project area. The effectiveness of any control
strategy will depend on the environment in which it-is implemented and some local fine
tuning. The final report provides detail on how and where each control is practiced
through a comparative analysis of system types (Volume I) and a set of individual case
studies (Volume II).

6. = THE POTENTIAL FOR REDUCING ISSUANCE LOSS IS SUBSTANTIAL

Although it is not possible to project the maximum savings that might be realized
through system improvements in all project areas, a rough estimate can be made. That
estimate is based on the dollar value of benefits saved if the average inventory, ATP, and
mail losses of all project areas were reduced to the level of "good performers” observed
in this study. The potential national savings is on the order of $30 million per year.
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) Verification of client idehtity by the Delivery Unit staff mem-
ber at the point of benefit transfer '

° Transfer of benefits from the Delivery Unit to the client
Supporting these activities are two auxiliary issuance activities:

. Inventory maintenance of coupons and controlled issuance
documents (e.g., food stamp authorization forms)

° Reconciliation of (1) actual issuance (ecoupon inventory) to
documented issuance (e.g. ATP card), and (2) documented issu~
ance to authorized issuance (FSP master file)

These activities are currently carried out through several types of issuance
systems. In 12 States the choice of system type is made at the project area
level (typically equivalent to a county decision), while in most others it is
made at the State administrative level. Even under State administration,
isssance methods may vary considerably among counties and sometimes
within counties. Five major types of issuance systems may be distinguished
on the basis of differences in performing the activities described above.

° Authorization-To-Participate (ATP)—In ATP systems, author-
izing documents (ATP cards) are generated each month, usually
by computer but sometimes meanually, and are mailed directly
to clients. Each client then presents both the ATP card and an
identification card to a Delivery Unit in the project area. The
Delivery Unit is usually not a Food Stamp Office but rather a
benk, post office, or other organization contracted to perform
this activity. After the identification card is checked, the
client signs the ATP card and exchanges it for food stamps.

. Direct Delivery—In Direct Delivery systems, monthly authori-
zations (usually ATPs) are prepared end sent to a Delivery
Unit, which may be the FSP Office or a contractor's office. As
in other over-the-counter system types, clients must present
an identification card and sign the authorization document.

[ On-Line—On-Line issuance systems are computerized systems
in which clients present identification cards to the Delivery
Unit, and the Delivery Unit staff verifies authorization by
checking a central computer file. Monthly updating of the
central computer file constitutes authorization. After clients
sign a register acknowledging food stamp receipt, the issuance
transaction is recorded immediately in the computerized food
stamp master file.

° Direct Mail—In Direct Mail systems, food stamps are mailed
directly to the client. Each month, the Data Management Unit
prepares a list of households authorized to receive food stamp
benefits by mail. This list serves as the authorizing docu-
ment. In most cases, neither the client's signature nor identifi-
cation is required to receive the food stamps. In some cases

-2
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where benefit losses have been unacceptably high, however,
food stamps are sent via certified mail or registered mail; in
these cases, a signature is required but icdentification typically
is not requested.

° A Reguler Mail system, typically used as an alternate method
of delivery in ATP project areas, requires that an intermediate
authorization document be signed by the client prior to the
delivery of a mail issuance allotment. In these mixed ATP pro-
ject areas, eligible households have the option of either
redeeming ATP cards in person at a Delivery Unit, or mailing
the ATP cards (appropriately signed and dated) to the Delivery
Unit. The Delivery Unit mails benefits to clients using signed
ATP cards as the mail authorization documents. .

° Household Issuance Record (HIR)}—The HIR system is 2 manual
approach to food stamp issuance in which the authorizing docu-
ment, the HIR card, is maintained at the Delivery Unit. The
HIR card provides a continuous record of all issuance trans-
actions for an individual household throughout the entire pericd
of the household's eligibility. The client obtains food stamps
directly from the FSP Office (the Delivery Unit) by presenting
an identification card, which the Delivery Unit staff member -
checks. The client is required to sign the HIR card for each
issuance. -

) Administrative Ccsts And Benefit Losses Associated With Issuance

In general, the issuance of food stamp benefits is costly to administer and
vulnerable to less. For the 12 months corresponding to the study period,
April 1982 to March 1983, the administrative costs of issuance nationwide
reported on the SF 269 were $236.6 million.* Total issuance losses reported
during the same 12 months on FNS forms 46, 250, and 259 were $49.9 mil-
lion. This represents 0.5 percent of the benefits issued.

3) Efforts To Reduce Administrative Casts And Benefit Losses

As discussed earlier, activity that is directed specifically toward improving
the efficiency and integrity of food stamp issuance has increased most
notably with the Food Stamp and Commodity Distribution Amendments of
1981 and the Food Stamp Act Amendments of 1982. Since then, a number of
initiatives have focused on this area.

* This figure actually underestimates the administrative costs of issuance
since it does not include FNS Regional Office costs or most of the administrative
costs of the Federal Government. Furthermore, the State-reported costs on which
this estimate is based do not fully represent the direct or indirect costs of
issuance. .
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A 1982 report from the General Accounting Office (GAO) to the Secretary
of Agriculture recommended several measures to improve ATP issuance sys-
tems. The GAO recommendations most relevant to this study are to:

o Identify the most effective ATP loss prevention elements and
direct that they be used, when aporopriate, in future program
operations

° Review ATP replacement regulations to determine target

areas for more vigorous system controls

° Verify and review State and local reconciliation report data to
identify recurring duplicate ATP transactions, and then require
that agencies correct flaws that promote loss through such
duplications .

Operation Awareness is one of several relevant FNS activities. This effort
includes an FNS-directed information network designed to facilitate the
exchange of less reduction strategies among State agencies. Through initia-
tives like Operation Awareness, State agencies are encouraged to pursue a
variety of non-regulatory approaches designed to minimize FSP vulnerabili- ,
tes. -
Current federal regulations specify a variety of practices that address basic
issuance risks. These include but are not limited to: time frames for
updating case changes, procedures for handling ATP and benefit replace-
ments, and requirements for household verification. Recent regulatory
action calls for (1) the establishment of lass tolerance standards for mail
issuance that are tied to State liabilities, and (2) the standardization of
reconeiliation reports across different issuance systems.

The objectives of this study are clearly consonant with the recommendations
and initiatives described above. For example, the study objectives call for
detailed and comparable descriptions of effective issuance practices. Such
information provides the basis for an inventory of less control strategies that
are applicable to the range of issuance systems and settings. Similarly, the
development of less and administrative cost benchmarks for effective issu-
ance systems offer FSP administrators at all levels a basis for comparing
different approaches and the performance of a specific State or local sys-
tem. *

2. EXTANT DATA DO NOT SUPPORT DETAILED, SYSTEMATIC
COMPARISONS OF DIFFERENRT ISSUANCE SYSTEMS

Existing data on issuance system characteristics and performance do not meet the
objectives of this study. With respect to descriptive data, for example, there are
no reliable statistics on the current distribution of the various system types among
the roughly 3,000 FSP project areas in the United States. Even less is known
about techniques used by these project eress to reduce administrative costs and
benefit lasses because the existing body of knowledge is based largely on isolated
self-reports.

14
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A limited body of performance data can be assembled from occasional audits con-
ducted by GAO or the USDA Office of the Inspector General. However, these
audits usually pertain to a few, mcstly atypical project area. Somewhat more
information can be extracted from the series of routine reports made by State
agencies to FNS. However, because these reports were developed for other pur-
poses, each has some inherent shortcomings with regard to issuance system evalu-
ation. The principel reports and their limitations are:

° SF 269 (Quarterly Financial Status Report)—This form is designed to
report State administrative costs for accounting purposes. The data
it contains are inadequate for this study since they are aggregated at
the State level and thus obscure variatiors within a State due to local
differences in the choice of issuance systems and operational effi-
ciency. While the form includes a separate category for issuance
costs, it is typically used only to report some FSP staff labor and pay-
ments to issuance contractors. Depending on the kind(s) of issuance
system(s) operating in a State, reported costs may be either a small or
lerge portion of the total cost of issuance. Other issuance expenses
(e.g., computer support, overhead) are reported but not identified in
one of the remaining ten cost centers. Thus, the SF 269 was neither
intended nor constructed to support a cost analysis of FSP functions.

° FNS 250 (Monthly Food Stamp Accountability Report)—This form is
submitted by States for each reporting point (which may or may not
correspond to a project area). It documents the reconciliation of
benefit delivery records to the physical inventory of coupons. Any
discrepancy (reported on line 23) is considered to be an inventory
loss. Information is also provided on the total dollar value of meail
issuance replacements. While the FNS 250 contains data on the
amount of inventory loss, it does not routinely indicate where and how
the loss oceurred, e.g., whether it was from a bulk storage site, from
a local delivery point, or due to cleriecal error.

° FNS 46 (Monthly ATP Reconciliation Report)—This form is submitted
by a designated reconciliation point that may or may not correspond
to a project area. It contains data on the number and dollar value of
total, replacement, and unmatched ATPs that have been transacted.
Initial visits to pilot sites for this study suggest that there is an incon-
sistent interpretation of what should be reported in a few categories
on this relatively complex form.

° FNS 259 (Quarterly Food Stamp Mail Issmsance Report)—This form is
submitted by each project area. It breaks out data for each of the
three preceding months with respect to the number and dollar value
of mail issuances and the number and dollar value of mail replace-
ments. Until recently and through the 12-month study period, these
data have been an inaccurate mesasure of loss. This is because all
replacements have been treated as duplicates, and the gross figures
have not consistently been adjusted for returns.

Given these limitations of the available information, a new data collection effort
was needed and consequently developed to address the objectives of this study.
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3. THIRTY LOCAL PROJECT AREAS IDENTIFIED AS "GOOD PERFORMERS"
WERE SELECTED FOR ANALYSES

There are approximately 3,000 FSP project areas. It was necessary, however, to
sample a much smaller number due to the substantial amount of information
needed, the concomitant effort required, end the {inite resources available for the
study. Because the focus of the evaluation is to identify issuance methods asso-
cisted with minimizing benefit losses and administrative costs, a sampling plan
was developed to select 30 local project areas considered to operate effective and
efficient issuance systems.

As there are no data that systematically compare the operational effectiveness of
all project areas, FSP staff from FNS headquarters and regional offices were
asked to nominate candidates for the study sample. First, each of the Agency's
seven regional cffices was asked to nominate up to eight project areas. They were
asked to consider four effectiveness criteria in making nominations: .

. Casistently Low Levels Of Ismnce Laoss—The project area should
have experienced little or no isuance loss during the preceding six
months. This should be reflected in lcss figures reported to FNS.

° Operating Procedures—The project area should use issuance proce-
dures known to be effective in reducing the vulnerability and pro-.
moting the integrity of its issuance system. In addition, issuance
system operating policies and procedures should be clearly stated and
well-documented in an issuance manual

° Administrative Efficiency—The project area should carry out FSP
functions in general, and the issuance process in particular, in a
timely, responsive manner, and with a minimum of unnecessary cost
and effort. The emphasis is on "nnecessary" because nominated pro-
ject areas may operate expensive programs and still be efficient.

. Environmental/Operating Challenges—The project area should operate
effectively and efficiently in the context of challenges and threats to
its isstance system. This is in contrast to project sreas that operate
well but, to begin with, face no significant problems.

In addition to possessing these four effectiveness features, nommated project
areas were to meet two additional criteria. These were:

° Issuance System Stability—The project area's basic method of issu-
ance should not have been altered significantly within the last six
months )(e.g, changed from one of the five basic system types to

- another

° Project Area Cooperativeness—The project area should be willing to
participate in the study and to cooperate with the study team during
pre-visit and on-site data collection activities.

Finally, FNS regional office staff were asked to nominate, insofar as possible, at
lesst one project area for each system type.
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In the second stage of the sample selection, the contractor selected a preliminary
set of sites from those nominated. Sites were chosen to approximate the distribu-
tion of system types and geographic locations in the overall population. The final
selection was made with the participation of the FNS Project Officer and several
staff from the FNS Family Nutrition Programs.

Exhibit I-1 lists the sites chesen from each of the seven FNS regions. With three
exceptions, the primary isswence system identified for each project area accounts
for 50 percent or more of the average monthly value of issuance. Two of these
exceptions are due to a change insystem type during the study period. The third
occurs because of a unique combination of system features that cannot be neatly
categorized. Each of these cases is described in more detail in the appropriate
issuance system chapter.

Collectively, the project areas selected are, in fact, good performers. Sample site
averages are lower than comparable national statistics reported for inventory,
ATP, and mail lcsses. In addition, several sites employ unique approaches to food
stamp issuance that were developed specifically to minimize issuance losses with-
out increasing FSP costs. Information on individual project areas and system type
averages is presented in the following chapters.

The distritution of system types is summarized below. Approximately two-thirds
of the study sites operate more than one issuance system. These project aress sare .
identified as mixed systems. More details on the particular combinations repre-
sented by mixed systems and on their performance compared to single systems are
provided later in the report. /

Distribution Of Project Arees By Type Of Issuance System

Primary Issuance Number of Number of
System Single Systems Mixed Systems
ATP 3 7
Direct Delivery 0 4
On-Line 2 3
Direct Mail 5 3
HIR 0 3

4. DATA COLLECTION PROCEDURES

For each of the 30 project areas chosen, three sets of data were collected: issu~
ance system descriptions, reported benefit dollar lcsses, and administrative cost
figures for issuance. These data were obtained through a combination of personal
interviews with State and local FSP staff, data abstraction from extant records,
and observations of issuance operations and facilities. A more detailed desecrip-
tion of these measures and activities follows.

(1) Isusnce Systems Were Described With Special Attention To
Vulnerability Control .

The general approach to describing issuance systems was to track the flow of
information across different FSP units from notification through reconcilia-
tion, as well as the physical movement of coupons from inventory sites to
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EXHIBIT I-1(1)

STUDY SITES

ISSUANCE SYSTEM

PRIMARY

SECONDARY

; Mid-aAtlantic

Mercer County,
New Jersey

Allegheny County,
Pennsylvania

Philadelphia County,
Pennsylvania

Augusta County, Virginia

Pittsylvania County,
Virginia

ATP

Direct Delivery

Direct Delivery

Direct Mail
HIR

i Mountain Plains

Shawnee County, Kansas

Lancaster County,
Nebraska

Direct Mail
HIR

Direct Mail

Marion County, Indiana
Hamilton County, Qhio
Cook County, Illinois
Wayne County-, Michigan

Outagamie County,
Wisconsin

ATP
ATP
Direct Delivery
On~Line

Direct Mail

Pegular Mail
Direct Mail

Direct Mail

Torrington County,
Connecticut

Franklin County,
New York

New York City, New York

Kennebec County, Maine

ATP

ATP

On-Line
Direct Mail

Direct Mail

é Southeast

Lexington County,
South Carolina

Fayette County, Kentucky
Duval County, Florida
Elmore County, Alabama

Calhoun County,
Mississippi

ATP

Direct Delivery
Cn~-Line
Direct Mail
HIR

Reqular Mail

Direct Mail
Direct Mail
Cn-Line

Direct Mail
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EXHIBIT I-1(2)

ISSUANCE SYSTEM

k]

California

Maricopa Ccunty,
Arizona

San Joaquin County,
California
ada County, Idaho

Direct Mail

Direct Mail’

Direct Mail

NS REGICN PROJECT AREA
PRIMARY SZCONDARY

| southwest Orleans Parish, ATP -

’ Louisiana
Comanche County, ATP Direct Mail
Oklahoma
Harris County, Texas ATP Direct Mail
Bernalillo County, On-Line Direct Mail
New Mexico
Dona Ana County, On-Line Direct Mail
New Mexico

i Western San Bernardino County, ATP Reqular Mail

ATP

ATP
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_recipients. It should be clear that at each point where information about
household eligibility or allotment level is communicated, there is a potential
for less due to fraud or error. Similarly, the actual movement of coupons
from one place to another is a source of issuance vulnerability. Given this
model, eight generic vulnerabilities were identified that subsequently gmded
the collection of data on issuance system controls:

° Delayed Processing of Household Eligibility Deta is maost likely
to occur during notification. Excessive delays may result in
the issuance of benefits in excess of authorized levels. For
example, an unprocessed change in household income could
result in either an under- or over-issuance.

° Inaccurate or Incompiete Processing of Household Eligibility
Data typically oceurs during notification and increases the
probability of an error in the authorized allotment. For exam-
ple, a manuelly calculated benefit allotment that is not veri-
fied by a computer program could result in an inaccurate
benefit allotment. While errors such as this can be corrected
retroactively, they reduce an agency's ability to provide timely
and accurate estimates of actual benefit losses.

° Lass or Theft of Authorization Documents is related to author-_
ization procedures and general inventory controls. Laoss of
these documents increases the posabﬂxty of duplicate or
unauthorized issuances. -

° Client Misrepresentation or Frand at the Benefit Delivery
Poirt is a vulnerability associated with verification in all issu-
ance systems delivering coupons over-the-counter.

° Cashier Error Resulting in Overissuanee occurs during benefit
delivery when coupons are counted or transferred to recipients,
In many instances, errors are caused either by cashiers mis-
reading the benefit allotment amount or coupon books sticking
together.

¥ ) Loss or Theft of Mail Issuance Allotments may occur at any
point in the delivery phese of mail systems. For example, such
systems risk loss if inaccurate or incomplete address
information is contained in the household's master file record.

° Coupon Theft from Inventories is a function of both inventory
maintenance procedures in place to monitor bulk, daily, and
working coupon inventories, and the methods used to transport
coupons between storage points and issuance sites.

° Delayed or Incomplete Reconciliation of Issuances limits the

ability of an issuance system to identify and recover unauth-
orized issuances as well as to prevent them.
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The data collection focused on identifying control strategies used by project
aress to avoid or minimize losses that are associated with these vulnerabil-
iies. The study team used a questionnaire covering the four primery and
two auxiliery issuance acfivities. It contained a set of question mecdules that
were ordered to correspond to the typical sequence of issuance activities.
The instrument was completed by initially reviewing State and, where avail-
able, local issusnce maeanuals and then validating these system descriptions

| on-site by: (1) interviewing FSP issuance, certification, and DMU staff. qu |

i
1

- J
—

_

transfer of client benefits, the preparation of manual authorization docu-
ments and mail issuances, and the computer entry of client mester file data.

2) Extznt Data Were Reviewed And Validated To Compare System Loss
And Cast

Benefit Dollar Loss Meeswres—The general approach to measuring project
area issuance loss was to derive local figures that correspond to elements of
FNS reports. These reports are the FNS 250, Food Stamp Accountability
Report; the FNS 46, ATP Reconciliation Report; and the FNS 259, Food
Stamp Mail Issuance Report.

Relevent data were abstracted from routine reports submitted to FNS during

the study pericd (April 1982 to March 1983). This information wes then -
validated and augmented through on-site interviews with FSP staff and

examination of local source documents. To maximize the comparability of

issuance lcss data across sites, perticular attention was given to determining

how consistent routine reporting procedures are with Agency instructons.

When discrepancies occurred, source documents were used to revise loss

figures according to FNS guidelines. The data collection procedures and

problems associated with each loss report are described below.

. Coupon inventory losses are reported on the FNS 250 as the
difference between coupon inventories and documented issu-

annad Im all Mitd Arna cvvtn BCOD o+ ff warae alla 24 rmearnanat s &3 oac s
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projected from a three-month listing of unmatched cases in the
project area. For the other, a county estimate besed on State
lesses weas used. This appears to be a valid estimate given the
available information on losses charged to the local agent. In
both cases, FSP agency staff concurred with the estimated
values reported.

Inconsistencies in reported FNS 46 data were corrected based
on examination of source documents used to prepare the
report. These corrections were agreed to by FSP staff. The
most commonly found inconsistency wes that, when aggre-
gated, categorical ATP unmatched transactions (reported on
lines 11 through 19 of the FNS 46) did not equal the total value
?t‘ unmatched transactions reported on line 10 of the same
orm.

Because only one FNS 46 is submitted by sites operating mixed
ATP /Direct Delivery systems, it was not possible to differen-
tiate lcss levels between the two delivery methods. This
limitation prevented development of accurate loss estimates in
two Direct Delivery sites.

On-Line project aress are not typically required to report on -

on-line issuance activity. However, on-line issuance activity

was reported on the FNS 46 by one of the study sites. Data

from this report were used to estimate losses resulting from
" unmatched on-line transactions.

° Duplicate mail issuances are reported by project area on the
FNS 259. For most project areas, the number and value of
meail replacements are adjusted by the number of corresponding
original allotments that get returned to the FSP office.
Adjustments were made to reports from the two project areas
that do not follow this practice.

° HIR project areas are required on a semi-annual basis to con-
duct an audit of documented transactions as shown on HIR
cards to authorization records (i.e., case records). This audit
of 20 percent of the active case records reveals discrepancies
resulting in unauthorized issuance. None of the HIR sites
studied reported any discrepancies between documented and
authorized levels.

After these FNS report elements were generated for project areas in the
study, a number of unit loss statistics were computed. These are sum-
marized in Exhibit I-2.

Benefit loss indicators were selected to compare categorical and total wunit
losses across and within system types. To compare acrcss system types,
however, required the use of a denominator common to all system types.
This common denominator is the "number of participating households”, which
is reported monthly on the FNS 256, Report of Project Area Participation
and Coupon Issuances. The number cennot be disaggregated by issuance
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INDICATORS/LOSS MEASURZS BY SYSTEM TYPE

PRIMARY INDICATCR

LOSS MEASURE
(DATA SOURCE)

APPLICASILITY TO SYSTEM TYPES

ATP

DIRECT
DELIVERY

ON-LINE

DIRECT

MATL HIR

Inventory Loss Per
Household

Mail Loss Per Household®*

ATP Loss Per Housshold

Total Zoss Per Household

Mail Loss Per Mail lssuance®

Mail Issuance Replacement
Rate”

ATP Loss Per AT?
Transaction

AT? Replacemsnt Rate

NS 250, Line 13, Total
Value Of Issuance Diffaer-
encs + MS 256, Total
Number Of Participating
Housaholds

FNS 259, Colusn 7e, Value
Of Raplacements + PNS 256,
Total Number Of Partici-
pating Households

FNS 46, Line 10, Value Of
Unsatched ATPs <+ PNS 236,
Total Number Of Partici-
pating Households

FNS 250, Line 23 And INS
259, Column 7e And PNS 46,
tine 10 (As Applicable) +
TNS 236, Total Number Of
Participating Households

S 259, Column Te, Valua
Of Replacemants + FNS 259,
Coluen 7a, Number Of Mail
lssuances

NS 259, Column Tb, Number
0f Replacements + FNS 259,
Column 7a, Mumber Of Mail
Issuances

PNS 46, Line 10, Value Of
Urmatched ATPs <+ FNS 46,
Line 8, Total ATPs
Transacted

S 46, Line 9, Total
Replacemant ATPs Transacted
% FNS 46, Line 8, Total
ATPs Transacted

Also applicable in mixed project area whers mail is used as an alternate delivery mezhod.
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system type. Thus, for each category of less reported by a project area ths
loss per household is based on the total number of participating households.
These individual less indicators are summed to provide a comperable overall
loss figure for each project area.

To get a system specific indicator of lass a second denominator is used—lcss
per transaction/issuance. The per transaction/issuance loss is based on the
number of times households receive benefits. For a single system project
area, the total number of transactions/issuances typically exceeds the
number of touseholds. However, in project areas with mixed issuance
systems the number of either ATP tramsactions or mail issuances is obviously
less than the total number of households participating.

Consequently, the relationship between the size of per household and per
trensaction/issuance losses varies across project sreas. For single system
project areas loss per household will be greater than loss per
transaction/issuance. In contrast, for mixed systems, the lass per household
will be less than the comparable loss per transaction/issuance.

The ATP replacement rate is a measure of how often replacement ATPs are
produced within a project area. In general, the more replacement ATPs that
are generated, the greater chance there is for an error to occur. Therefore,
a relatively high replacement rate may flag the need for replacement con- -
trol strategies.

The mail replacement rate is a measure of how often replacement mail
issuances are produced within a project area. In general, the absolute value
of both the loss per household and the replacement rate percentage should be
similar. Large discrepancies between the absolute values of these two
measures may indicate the need for additional mail loss analyses. For exam-
ple, a replacement rate lower than the dollar loss per household means that
the average value of replacement issuances exceeds the average value of
original issuances. This might be the result of higher losses reported by
clients receiving large monthly allotments. If this is the case, the project
area may want to certify mail delivery for allotments over a certain dollar
value.

Administrative Cost Estimates—The major objective with respect to admin-
istrative costs was to estimate and compare total issuance costs across pro-
ject areas. To do this in a valid manner requires total estimates that are
based on comparable cost elements. Information on individual elements also
provides some explanation for variations across project areas.

Data were collected for the four primary cost components of food stamp
issuance: direct labor, contract issuance costs, automated data processing
(ADP), and other direct costs (i.e., postage, coupon storage and security
charges). This information was obtained for the period between April 1982
and March 1983 through record abstractions and staff interviews. Opera-
ft;r;ixal definitions of these categories and a description of data limitations
ollow.
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Direct Labor includes the salaries and fringe benefits of State
and local FSP staff with direct responsibility for project area
issuance. The first measurement task was to establish through
interviews which and how much time Program staff spend on
the six issuance activities described in Section 1. Actual
salaries and fringe benefit rates were then used to calculate
direct labor costs for full-and part-time issuance staff, s well
as other personnel performing some issvance functions (e.g.,
certification staff who prepare manual authorization docu-
ments, DMU data entry operators who update computerized
master file records).

Contract Issuance Costs refer to the charges billed by a vendor
for carrying out one or more issuance activities — most often
the delivery of coupons to food stamp households. The ques-
tion of how much these charges differ from contractor costs
was not addressed in this study since contractor invoices
represent actual costs to an issuance system.

In most cases, contract issuance costs are not distinguished

beyond a flat rate or transaction fee. These typically include

some undifferentiated combinetion of direct labor, ADP,

coupon storage, and security costs. Consequently, the contract .
cost category overlaps with the others. Since the goal is to

estimate and compere total administrative costs of issuance,

however, this overlap is not a serious deficiency.

More problematic is the fact that contract costs include over-
head and profit components, which are not included for FSP-
operated sites. Without any adjustments to the data, total
issuance costs will be systematically biased in the direction of
higher costs for project areass with vendor-operated issuance
systems.

A crude estimate of the size of this bias is ten percent. This is
an FNS estimate of the Agency's overhead rate. While there is
not enough justification simply to increase the total issuance
cost of all Program-operated systems by this amount, specific
comparison between vendor- and Program-operated issuance
systems should consider an adjustment of the appropriate
magnitude.

ADP Ccsts for local issuance are typically based on an alloca-
tion of central, State-operated computer costs, which
" include:  equipment operating charges, salaries of ADP
personnel, and computer supplies. The allocation of these
costs is usually based on actual usage by the FSP of computer
time (measured in central processing seconds), computer
storage (mesasured in millions of characters), and programmer
services (measured in staff hours). This allocation method is
very reliable in segregating FSP costs from other programs
served by the computer becguse all three of these cost
variables are well-documented by the computer’s internal
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accounting system. The method is also comperable to the way
private computer vendors bill FSP agencies for computer
services. However, the ADP costs associated with creating
and maintaining the household master file are applicable to
both issuance and certification, and computer allocation
methods d not differentiate between costs that are primarily
isswance versus certification. Therefore, the practice in this
study is to count the entire cost of setting up and maintaining
a household master file as an issuance cost.

The ADP cost estimate excludes costs associated with system
development since these costs were not wuniformly available
and accessible from accounting records maintained by the FSP
agency. Development costs would be of limited value to the
study as a relative measure of system ccsts because develop-
ment costs are sensitive to the base from which they occur
(e.g., period of development, contractor versus FSP develop~
ment, type of hardware/software).

ADP costs in some project areas include data entry associated
with processing notification forms, eligibility changes, and
transacted ATPs. In other project areas these functions are
provided by FSP staff and are accounted for in the direct labor
categary. , ’

) Other Direct Costs include local issuance charges for postage,
coupon storage, and security. Costs reported in this category
tend to vary between project areas. For example, in some
project arees, security guard coverage is included as a direct
labor cost because FSP staff are assigned to monitor issuance
activities. In other project areas, this cost is reported as
Mother direct cost™ because coverage is provided by a contract
security agency. In addition, direct costs unique to a certain
system type or method of issuance were captured in this cate-

" gory. Such costs include the fees paid to vendors who trans-
port authorization documents from the FSP agency to the
issuance vendor, and the cost of leasing specialized issuance
equipment (i.e., coupon stuffing machines).

DATA ANALYSIS AND PRESENTATION OF RESULTS
(1) Data Analysis Is Based On A Descriptive Approach

Study results are based on a descriptive analysis of project area operating
characteristics that minimize vulnerability to lcss in different system types
as well as environmental settings. This analysis involved a comparison of
“sites within each category of system type, as well as comparisons between
system types.

The questions underlying this analysis included:
o Which vulnerability control strategies are mest likely to be
used within and across system types?
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° Which system wulnerabilities are least likely to be controlled
across and between system types?

® Are there particular control strategies common to project
areas with low benefit dollar loss as indicated by the meesure
most related to the corresponding vulnerability?

° Do the project areas with lower losses tend to use certain con-
trol strategies in combination?

° How do the loss performance levels in the study sites compare

(both collectively, and by system type) to national performance
levels?

Limitations to this analysis are tied to the absence of (1) comparative data
on sites that do not perform as well as those studied, and (2) comparable and
complete performance indicators across and between the five system types.
However, these limitations do not appear to dispel the face validity of study
findings. These findings are: (1) in some instances specific practices result
in perceptibly lower losses, (2) conceptually and intuitively, the implemen~
tation of certain controls reduce system vulnerability to loss, and (3) col-
lectively, the study sites perform well below nationally-reported loss levels. .

(2)  State And Local FSP Directors Are Expected To Be The Primary
Audience For Study Results

This project in general and the final report in particular are intended to help
State and local Program directors assess their own food stamp operations
and identify applicable controls. The following steps are suggested to meaxi-
mize the report's usefulness: .

® Compare the issuance costs and losses in a State or local juris-
diction to benchmarks for the set of "good practice" sites with
the most similar issuance system(s). This can be done by
examining exhibits on reported losses and administrative costs
in the appropriate system chapter (e.g., Exhibits [I-2 and O-3 in
Chapter Two, ATP Systems).

® Explore possible reasons for- performance differences by
reading the descriptions of issuance controls for the same
"good practice" sites (e.g., Sections 1 through 8 of the ATP
Chapter). This should be especially helpful for directors who
manage issuance systems with lcsses that ere greater than
similar "good practice” sites. Each director will have to judge
which of the control strategies described are not currently
used but could be applied to his/her jurisdiction.

° It is important to realize, however, that 1mple'nentatlon of a
new control does not guarantee a reduction in issuance loss for
a specific area. The effectiveness of any control strategy will
depend on the environment in which it is implemented and/or

some local fine tuning. To assist directors in choosing controls

I-14



CHAPTER TWO
AUTHORIZATION-TO-PARTICIPATE SYSTEMS

Table of Contents




Table of Contents

with the greatest likelihood of success for his/her jurisdiction,
additional information is provided on project area character—
istics (e.g., introduction to the ATP Chapter), the frequency
with which a particular control is used across "good practice”
sites (see Exhibit VI-1), and a set of detailed case studies in
Volume I of this report.

Finally, if a director determines that his/her issuance system is
virtuelly identical to the operation but not to the performance
of comparable "good practice" sites, some thought should be
given to changing the type of issuance system. In general,
Direet Delivery and On-Line issuance systems twarrant the
most serious consideration because they offer substantal
control over authorization. The features of these system types
are deseribed in Chapters Three and Four, with more detail
provided in the relevant case studies from Volume II.
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I. AUTHORIZATION-TO-PARTICIPATE SYSTEMS

The Authorization-To-Participate (ATP) system is used to deliver about 60 per-
cent of the benefits in the Food Stamp Program (see Appendix A). This system
type, which requires client transaction of a paper authorization document, was
started in the early 1870s to expand the capacity of local food stamp offices by
spreading the issuance function to a variety of issuers, such as banks, post offices,
and private check cashing services. In ATP systems, authorizing documents (ATP
cards) are generated each month, usually by computer but sometimes manually,
and are mailed directly to clients. Each client then presents both the ATP card
and an identification card to an issuance agent in the project area. After the
identification card is checked, the client signs the ATP card and exchanges it for
food stamps.

Our study included ten project areas that have been identified to use ATP systems
effectively. Exhibit I-1 on the next page displays average monthly participation
data for each ATP project area, and the type of issuance agent employed to trans-
fer benefits. Highlighted below are the major operating similarities and differ-
ences found among the ten project areas studied.

° All of the project areas use computer-generated ATP cards to autho-
rize routine monthly benefits. Six project areas allow non-routine .
ATP cards to be prepared manually. The other four project areas
require computer-generation of all non-routine ATP cards.

e  Seven project areas use either direct or regular mail as a secondary
method of benefit delivery. Five project areas limit direct coupon
mailing to specified population groups (e.g., the elderly) or remote
project area locations. The other two project areas use a regular mail
system that allows clients to choose either over-the-counter or mail
issuance.

® Five project areas contract with private vendors to redeem ATP cards
and issue coupons over-the-counter. One of the five also contracts
out the direct mail issuance of coupons.

° One project area maintains a manual Household Issuance Record (HIR)
card on all eligible households. This HIR file is checked when a client
presents an ATP card for redemption, and is updated with the date
and benefit amount after benefits are issued. Unlike the other nine
ATP project areas, which conduct a monthly, computerized reconcil-
iation of ATP transactions to authorizations, this project area bases
its reconciliation on a manual comparison of ATP transacted to HIR
card documentation.

The methods and practices used by these project areas to minimize duplicate issu-

ance and reduce other system vulnerabilities to loss are described in the first
eight sections that follow. The remaining three sections present data on reported

benefit loss and administrative costs of issuance, as well as a summary of ATP
system strengths and weaknesses.
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EXHIBIT II-1

ATP PROJECT AREA CHARACTERISTICS

AVERAGE MOITIHLY NUMBER/PENCENT

AVERAGE MONTIHLY VALUE/PERCENT

N " . PRUGRAN OF PARTICIPATING INOUSEINMHDS OF TSSUANCE TYRE OF
PROJECT ARLA ADMINISTRATION LSSUAIKCL ALY
ATP MALL TOTAL AT MAIL TOCAL
Nercer County State Adainistered 11,904 11,904 §1.219, 305 §1,219,105 Contractur -
N.:w Jersey County Operated (100%) (100v) Financial Agoeucy
Harion County State Administored 28,100 996 29,090 $1,899,564 $ 22,618 $3,072,162 Governruii
Linliana Couaty Opuratud { 9NV [RAY (99%) { 3v) Aguency
H.amilLon County County Muinistored 32,389 58 32,927 $1,832,042 $ 20,040 $1,0%2,004 Guvernment
Ohio County Operated { 928y) t 2%) { 99%) [ R Y] Agency
Poryington County State Adainistered 1,474 1,474 $ 132,847 $ 132,847 contiactor-
Connect icut State Opevated (100v) (100%) Financlal Aycncy
Franklin County Stale Administovred 2,1 228 2,405 $ 212,619 $ 25,900 $ 258,519 Contractoy-
New York County Oparated { 90v) €10%) ( 900) (10%) Financial Aguncy
Orlcany fParish State Adminjstared 34,1357 ‘4,337 34,431,736 $4,40),736 Governme:.t
Lovigiana prar fsh Operatod (100%) (100%) Agency
Narsis County State Administuraed 45,678 4,609 50,1361 $7,342,389 $207,421 $7,5%),218 Conttactur=-
Texas State Operated { 91n) { 9%y { 97%) { 3\) Oother :
San tersardino County State Adainistured 27,1 579 26,310 2,784,116} $ 43,016 22,827,199 Cuntractor-
Calituruia County Opucated { 98%) { 2%) { 99%) { 27) 0.5, Pustal sService
Lexington County State Adwinistared 2,603 6Y2 3,295 $ 367,8)6 $ 35,290 $ 401,126 Gavernment
south Caroling County Operated { 94 (218) { 9)v) { 9%) Ayency
Cumanchie County Statc Administered 1,149 1,278 2,427 $ 1le6b.618 $121,321 $ 209,939 Govermmunt
Ok lahnwa County Operated {46y) (540) ' ( 587) (42v) . Agency
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writing that a client's ATP card should be (1) held pending further
instructions, (2) diverted to a local office for client pick-up, (3)
mailed to a different address, or (4) voided due to a change in client -
circumstances. :

° Master File Update Pricritization—Should a backlog of notification
input documents occur, data entry staff in all project areas are
instructed by their supervisors to process new cases and changes that

- affect benefit levels first. This practice ensures that processing
delays do not result in the overissuance or unauthorized issuance of
food stamp benefits.

Data for one project area illustrate how some unmatched issuances initially are
overstated as a result of delays in updating the household master file. In this site,
unmatched issuances (reported in the "other™ category of the FNS 46) were due, in
part, to emergency ATP cards that were manually produced without promptly
updating the authorization file. Follow-up of these discrepancies by FSP staff led
to the decrease in nonmatches that is reported below.

Number of
Unmmatched ATPs
Reported in the "other" category
on line 19 of the FNS 46 97
After three months' follow-up S22
After six months' follow-up ) 11

While these data do not necessarily indicate a reel savings in benefit dollars
issued, they do show the potential for (1) reducing administrative costs associated
with certification worker follow-up of unmatched issuances, and (2) arriving at
more timely and accurate estimates of benefit dollar lcss.

2. INACCURATE OR INCOMPLETE PROCESSING OF HOUSEHOLD
ELIGBLITY DATA

The complex, high-volume data collection systems that support ATP systems are
vulnerable to inaccurate and fraudulent input. All of the project areas studied use
a variety of eomputer edits and security procedures to control access to and
content of household notification data:

° Specification Edits—All systems provide edit checks that prohibit the
entry of data that fall outside specified values. For example, a file
will not be updated if an input transaction does not contain a value
for "Family Income" or if the value is not numeric.

) Logical Edits—All systems provide some form of logical checks of the
notification information entered. Most commonly, these systems
check to see that:

- Only one household record exists for a given social security
number

-3



Table of Contents

- Only one household record exists for a given address and
apartment

- A zip code is within project area boundaries

Project areess with the most sophisticated information systems have
developed logical edits that can:

- Automatically place a mail issuance household on alternate
delivery if the client has reported a previous mail lcss

- Reject a request for benefit authorization if the household has
not received a pre-registration clearance. Such clearance
indicates that neither the head of household nor household
members are currently participating in the Food Stamp Pro-
gram ,

- Identify data entry or certification errors by rejecting requests
for (1) more than one routine issuance per month, and (2) a
replacement allotment that, based on the master file record, is
not the same as the original amount authorized and issued

- Reject requests for more than two replacements within a six
month period

. Automsated Benefit Calculation/Verification—All computer systems
*  provide the capebility .either to compute the household benefit
amount automatically or to check the benefit allotment computed
* manually by the certification worker. Several systems support auto-
matic update of benefit amounts for all cases based on revised eligi-

bility criteria.

° Computer Access Controls—All systems have built-in security fea-
tures that limit access to notification and authorization data to
selected personnel. For example, changes to the master file can be
made only by data entry personnel, each of whom is assigned a pass-
word and operator number.

3. LOSS OR THEFT OF AUTHORIZATION DOCUMENTS

Before processing, food stamp authorization documents (i.e., blank ATP cards) are
vulnerable to theft, falsification, and subsequent redemption by unauthorized indi-
viduals. Routine, monthly authorizations are usually computer-generated and
mailed directly to the client. Access to ATP computer forms is monitored cicsely
by data processing staff who are required to maintain detailed ATP form usage
and destruction documentation. Thus, for each computer run, the number of ATPs
processed must equal the number of blank ATP forms used. However, blank ATPs,
used by local certification office staff to prepare non-routine authorizations
manually, are highly vulnerable to unauthorized use unless monitored carefully by
project area staff. Two observed practices minimize the fraudulent use of ATP
cards in the six project areas that allow manual, on-site preparation of emergency
and replacement ATP cards:
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. Limited Access To Blenk ATP Cards—In project areas that maintain
an on-site inventory of blank ATP cards, access to werking inventory
is limited to two project area employees—a certifiestion supervisor
and an issuance clerk. Typically, the supervisor is responsible for
monitoring blank ATP disbursement and issuance. Management of
blank ATP inventory consists of (1) storing ATP cards securely in a
locked file cabinet or safe, (2) maintaining an ATP issuance roster
that contains the date of ATP issuance as well as informeation identi-
fying the client and certification worker, (3) conducting daily and
monthly inventory reconciliation of issued ATPs to blank ATPs, (4)
requiring supervisory approval of all ATPs issued, and (5) in one site,
requiring monthly third-party audits of manually issued ATPs against
case records.

° Serialized Identification Ceard—Two of the six project areas men-
tioned above require the use of serialized food stamp identification
cards and either computer print or manually type the client's assigned
serial number onto his/her ATP card. These numbers are compared at
the delivery point in order to decrease client misrepresentation. Itis
reported, however, that this practice also increases ATP replace-
ments. For example, each time a client reports the loss of his/her
identification card, a replacement ATP containing the new serial
identification number must be generated. Likewise, a data entry or
typographical error can result in an ATP that does not match a ¢li- |
ent's serial identification number, thereby requiring the client to seek
a replacement. Replacements not only increase admm.stratxve costs,
but the probability of error as well.

After processing, ATPs are vulnerable to loss or theft in the meil. If the client
reports that his/her ATP card wes stolen or not received, the food stamp agency
may issue a replacement ATP card. Replacements may be manually prepared or
computer-gznerated. These replacements can lead to duplicate issuances when
both the original and the replacement are transacted either by the client or by the
client and another, unauthorized person. According to national FNS 46 data, over
36 percent of the loss in ATP systems is the result of duplicate transactions.

All of the visited project arees in the study have 1mp1emented FNS replacement
regulatiors and developed additional procedures for prepanng' and distributing
replacement ATP cards. Typical procedures require:

® A limit of two replacements within a six-month period

° A minimum waiting period of five days and a maximum of ten days
from the date an ATP is reported missing until a replacement is
generated

° An affidavit signed by the client
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° Delivery of replacements to the client at the certification or issuance
unit (i.e., not mailed)

. Generation of manually prepared or computer-generated replace-
ments only after appropriate approvals are obtained

Loss data from ATP project areas in the study indicate that systems replacing
authorizatiors by computer have lower losses resulting from FSP agency error and
unmatched ATP transactions than systems generating ATP cards manually:

Number of Average Lass

Project Areas per Household
Computerized Replacements 4 $0.01
Menual Replacements 6 - $0.07

Computer replacement reduces loss due to FSP agency error (line 14, FNS 46) and
other unmatched ATPs (line 19, FNS 486) for four reasons: (1) notification data
required to generate replacements are computer edited for logical and specifica-
tion errors, E‘Z) a check can be made against master file eligibility data, (3) dupli-
cate replacements are rejected by the system, and (4) the number of replacements
in a six month period can be tracked more easily and excessive requests automati-
cally rejected by the system.

4. CLIENT MISREP RESENTATION/FRAUD RESULTING IN OVERISSUANCE

The caseload size and the number of benefit delivery sites impact on a project
" area's ability to control wvulnerability to loss from eclient misrepresentation.
Project areas with small caseloads and one or two delivery points are least vulner~
able because cashiers become acquainted with eligible clients and identification
occurs by sight. Aress with large, high turnover caseloads, combined with a
relatively lerge number of delivery sites and individual cashiers, require different
procedures to avoid loss through misrepresentation. Specifically, these procedures
were observed:

® Verification of Client Signature—Two project areas use food stamp
photo identification cards that must be presented at the time of
benefit transfer. In seven of the other eight project ereas, cashiers
may request a second identification containing the client's photo-
graph, if the signatures on the ATP and non-photo food stamp identi-
fication do not match.

° Predesignation of Authorized Representative-—Nine of the project
areas require that authorized representatives be identified on the
ATP card or on the client's identification card, or in both places. One
project area issues a separate identification card to client-designated
authorized and emergency representatives. These representatives
must then follow the signature comparison procedure outlined above.
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° Us= of Regiscope Cameras—One project area requires persons without
some type of photo identificaticn to be photographed, with their non-
photo ID and the ATP card, at the time of benefit transfer. If the
Regiscope transaction results in a duplicate issuance, the camera film
is used to determine whether the client or a third party was respon-
sible for the fraudulent redemption. After implementation of the
Regiscope camera, this project area documented an 81 percent reduc-
tion in duplicate transactions. During the period January through
June 1977, the project area reported the transaction of 123 duplicate
ATP cards. Over the same time period in 1978, the number of dupli-
cate transactions dropped to 23.

° Assignment Of FSP Monitor Function—Local FSP personnel are
assigned to train vendor cashiers in improved detection of invalid
ATPs and to act as monitors. Monitors can be called by cashiers
whenever there is a question about the validity of a particular ATP.

S. CASHIER ERROR RESULTING IN OVERISSUANCE

Overissuance can also occur ss a result of cashier error in delivering coupors to
clients. It appears that a combination of redundant cashier practices combined
with an even client flow reduces overissuance. Six practices were reported to
reduce cashiering errors resulting in overissuance:

® Dauble Counting—In all ATP project areas, coupon books are counted
twice prior to benefit transfer—first, when removed from working
inventory, and second, when handed to the recipient. In some project
areas, the client is required to recount the coupon books before
leaving the issuance area. )

) Pre-Benefit Transfer Coupon Book Separation—All sites noted a prob-
lem with the two and seven dollar coupon books. Because these books
are bound with glue, there is a tendency for them to stick together.
An additional effort to separate book denominations before issuance
was reported to reduce overissuance of these coupon book denomina-
tions.

® Staggered Issuance—When issuance is concentrated during the first
two or three days of the month, cashiers must transfer a high volume
of benefits in a short time period. This high issuance volume appears
to result in cashiering errors. Staggered issuance, practiced in nine of
the ten project areas, permits an even client flow that is reported to
reduce cashiering errors. Additionally, one of these project areas
assigns issuance staff bassed on the volume of ATPs tramsacted.
Volume increases/decreases, which are monitored continuously by FSP
staff, are met with accompanying increases/decreases in issuance site
staffing levels.

° Assignment Of Overissvance Liability—Vendors and government
agents are held liable by USDA for coupon inventory discrepancies.
One contract issuance agent requires teller reimbursement for inven-
tory shortages. In one government-operated issuance site, inventory
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errors are used to assess cashier performance; excessive errors may
result in disciplinary action. All contract agents and one government
issuance site are held liable for the transaction of expired and out-of-
state ATP cards. '

) Verification Of Manuelly Prepared ATP Cards—Typographical or cer-
tification worker errors appearing on manually produced ATP cards
can result in unauthorized overissuance or unmatched issuance. One
ATP project area requires cashiers to verify the typed accuracy of
menual ATP cards by (1) comparing the benefit allotment and coupon
book denominations typed on the ATP card to a preprinted breakdown
of books by allotment amount, and (2) matching the household size
and allotment amount appearing on the ATP card to a master listing
of standardized household allotment levels. If a cashier detects an
error, the client is referred to his/her certification worker with a
note explaining why the ATP cannot be redeemed.

° Cashier Training—One of the ATP sites conducts comprehensive
cashier training that is designed to reduce loss caused by cashier neg-
ligence, client misrepresentation, and falsification of authorization
documents. This training program elso instructs issuance personnel in
all aspects of program operations, thus providing staff with an under-
standing of how and why lcss oceurs and what effect such loss has on
overall system performance. In addition to ongoing training, cashiers .
are held accountable for all transactions they process—if a cashier
performs below established standards, disciplinary action is taken. .

6. LOSS OR THEFT OF MAIL SSUANCE ALLOTMENTS

Seven project areas use mail as a secondary method of benefit delivery. Several
practices were found to minimize losses resulting from coupons reported by the
client to have been lost or stolen in the mail (NOTE: For a more detailed
description of practices designed to reduce mail loss refer to Chapter V, Direct
Mail Systems).

° Certified Mail—One project area certifies all allotments greater than
$99 and any others delivered to high-risk zip code locations, i.e.,
densely populated low-income areas.

o Special Client Populations—Four project areas limit mail issuance to
selected client populations, such as the aged and handicapped or indi-
viduals residing in remote communities in the project area.

[ Alternate Delivery Imposed After One Reported Mail Lass—FNS
regulations require that FSP agencies place mail issuance clients on
an alternate method of delivery after two reported lasses within a
six-month period. To minimize the risk of multiple mail issuance
replacements, five project areas require that clients reporting one
mail loss be placed on over-the-counter delivery for the remainder of
the client's certification period or until the certification worker
determines that the threat of loss has been eliminated. One project
area mails replacement issuances via certified delivery.
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o Mail Issunnce Interview—In one project sarea, certification workers
interview all clients requesting mail issuance about the security of
their mailboxes. During this interview, clients are asked questions
regarding the number of individuals who have access to the mailbox,
the security of the mailbox if it is located in a public area (i.e.,
apartment building lobby), and the incidence of previous mail losses.
If the certification worker believes that there is a potential for mail
loss, the client is placed on over-the-counter issuance until the threat
of loss is reduced or eliminated.

. Ansalysis Of Mail Loass And Returns—Issuance staff in all seven project
grees using mail issuance conduct routine analyses of reported mail
less, which in turn are reported to the postal service for further
investigation. Such analyses, which are summarized on the FNS 259,
result in the identification of delivery areas that require special
handling (e.g., certified mail or alternate over-the-counter delivery).

By conducting routine analyses of mail returns, project erea staff also

can begin to identify patterns that may promote loss. For example, a

project area that experiences a high rate of returned allotments

monitors such returns to pinpoint the reason for nondelivery. Reasons

may include (1) failure by certification staff to submit timely notifi-

cation updates, (2) delays in processing notification updates, or (3)

inadequate instructions to clients regarding the reporting of changes .
in address. .

7. THEFT FROM COUPON STORAGE OR WORKING INVENTORY

This vulnefébﬁity affects all project areas and issuance locations where coupons
gre kept. Insmall, isolated project offices, this vulnerability may be compounded
by the fact that imsufficient on-site security is available for monitoring and sefe-

guarding coupon supplies. Several practices were found to prevent inventory
theft.

° Off-Site Bulk Storage—On the average, the project erea issuing points
maintain a three~ to six-month bulk supply of coupons. Because of
inadzquate issuance site security, two project areas store their bulk
coupon supplies at off-site, secured facilities (i.e., bank and FSP
agency distribution point).

® Limited Access, Dual Verification—AIl project area issuance and bulk
storage sites follow FNS regulations and guidelines regarding the dis-
bursement, receipt, transfer, and destruction of food coupons. Inven-
tory activities are carried out by at least two authorized staff mem-
bers who are responsible for verifying coupon shipments and inventory
disbursements. Additionally, only a limited number of project area
staff have access to coupon supplies—typically, the project area
administrator, issuance supervisor, and head cashier.
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® Issuanee Area Security—All of the project ereas studied take added
precautions to ensure that coupon inventories are safeguarded against
potential over-the-counter theft. Typicel practices include:

- Separating working inventories for each issuance cashier to
identify internal theft and to monitor the accuracy of indivi-
dual cashiering activities

- Using on-site combination lock safes or locking inventory
drawers to safeguard daily and working coupon supplies

- Enclosing and limiting access to cashiering cages to prevent
theft of coupons and authorization records

To further reduce the risks associated with maintaining on-site cou-
pon supplies, several of the project areas serving large caseloeds have
added one or more of the following controls:

- Installing a security alarm system that alerts a local contract
security agency or police to an attempted robbery or suspicious
disturbance {including such devices as sound and motion detec-
tors located in coupon storage area; silent alarms, located in
the cashier and receptionist areas, to signify both inventory
tampering and suspicious disturbances; vault and issuence ares .
survei%lance cameras; and time-delayed combination lock
vaults - -

- Stationing security guards (often off-duty police officers). in
issuance areas during heavy periods of issuance activity

- Assigning police or security guard escorts during the transfer
of coupons between the issuance sites and the daily storage
site

° Vendor Security—In the five project areas with private vendors, con-

tract agreements require all issuance agents to maintain adequate
records and internal controls that ensure proper coupon issuances and
to maintain daily records of coupon books received, issued, and
on-hand. Issuance site records are subject to periodic audit by the
USDA, State FSP, or vendor.

8. DELAYEDOR INCOMPLETE RECONCILIATION OF ISSUANCES

Monthly reconciliation of transacted ATPs with household issuance files is per-
formed by computer in all but one of the ATP project aress studied. This process
includes creation of an exception report of errors that may have resuited in bene-
fit lsss. The two main categories of exceptions include:

° Duplicate ATP Transacted—Two or more ATPs were transacted for a
single household.
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® Unmatched ATP—An ATP is transacted for which no authorization
record can be found on the master file.

Both types of exceptions require follow-up to cdetermine if a loss has actually
occurred or if the duplicate or unmatched condition can be explained. For exam-
ple, as noted in Section One, a major explsnation for unmatched ATPs that are
reported is a delay in processing notification data. If notification data do not
reach the master file befcre monthly reconciliation is done, an exception is
reported. All but one of the visited project areas distribute exception reports to
the corresponding FSP oifice. Certification workers are responsible for deter-
mining the exact nature of the exception and initiating appropriate corrective
action (such as resubmitting client notification data).

9. BENEFIT LOSSES PER HOUSEHOLD AVERAGE $0.14 IN SINGLE ATP
SYSTE MS; $0.15 IN MIXED ATP/DIRECT MAIL SYSTEMS

Benefit lcss among project areass using ATP systems is based on data reported
during the study period on the FNS 250, FNS 259, FNS 46, and FNS 256 reports.
The following indicators (displayed on Exhibit II-2 and explained in Chapter I) are
used in this section to compare the less experienced in the ten ATP project areas:

o Inventory Loss Per Household—(FNS 250, Lige 23, Value of Issuance
Difference divided by FNS 256, Number of Participating Households)

° ATP Loss Per Household and Transaction—(FNS 46, Line 10, Value of .
Unmatched ATPs Transacted divided by FNS 256, Number of Partici-
pating Households and FNS 46, Line 8, Total ATPS Transacted)

® Mail Less Per Household and Issusnce—(FNS 259, Column Te, Value of
Replacements divided by ENS 256, Number of Par'acxpatmc House-
holds and FNS 259, Column 7a, Number of Mail Issuaneces)

° ATP Replacement Rate—(FNS 46, Line 9, Total Replacement ATPs
Transacted divided by FNS 46, Line 8, Total ATPs Transacted)

Y Mail Issuance Replacement Rate—(FNS 259, Column Tb, Number of
Replacements divided by FNS 259, Column 7a, Number of Mail Issu-
ances)

° Total Loss Per Household—(FNS 250, Line 23, Value of Issuance
Difference plus FNS 46, Line 10, Value of Unmatched ATPs Trans-
acted, plus, if applieable, FNS 259, Column 7e, Value of Replace-
ments divided by FNS 256, Number. of Households)

Individual loss and replacement rates were calculated using total reported values
for the project area for the period April 1982 through March 1983. Column aver-
ages were weighted by the total number of households or transactions processed
by each of the ten project areas during the twelve-month study period.

The Awerage Monthly Inventory Loss Per Household Among The ATP Project
Areas Included In The Study Is $0.01. Nine of the ten project areas reported an
average lass of less than $0.03 per household. Except for one project area, which
reported a robbery from a bulk storage point, inventory loss weas attributed to
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~ EXHIB]

ATP SYSTEM LOSS INDICATORS
(AVERAGE MCNTHLY LOSS
PER HOUSEHOQOLD)

e et e ATS e me e e a e

INVENTORY | ATP LOSS | MAIL LOSs | |TOTAL LOSS B
LOSS PER PER PER PER )
HOUSEHOLD | HOUSEHOLD | HOUSEHOLD | | EOUSEHOLD §
(DOLLARS) | (DOLLARS) | (DOLLARS) (DOLLARS) &

PROJECT AREA

Mercer County .02 .05 N/A .07

Marion County A < .01 .34 < .01 .34

Hamilton County . .02 .03 < .0l .06

Torrington County .11 .02 N/A .13

Franklin County .03 < .01l 0 .03

Orleans Pacish - | <01 | .09 N/A .09

Harris County - .01 . .15 .02 .18

San Bernardino County .0k .07 .01 .09

Lexington County .01 .17

Comanche County .0l .05 .09 ) .15

.
o - -3
it
;

WEIGHTED AVERAGE $.01 $.13 $.01 $.15 .
N/A: Not Applicable
N/R: Not Reported By FSP Agency

NOTE: Per household loss indicators are computed by dividing the total amount
reported in each loss category by the TOTAL number of participating
households as reported on the project area's FNS 256 report. For
project areas using ATP and/or mail issuance two additional indicators--
loss per ATP transaction and loss per mail issuance--are used. These
indicators, shown on Exhibit II-2(2), display unit losses for only
those portions of the project area's recipiant population that receive
benefits through over-the-counter ATP redemption and/or direct mail
issuance. (See Chapter One for further explanation.)
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EXHIBIT II-2(2)

ATP SYSTEM LOSS INDICATORS
(AVERAGE MONTIILY LOSS PER

TRANSACTION/ISSUANCE)
r NI LO Nh | o ] TCHE TPS | ID -— | IL ISUN ,
o I el IR | I I
{DOLLARS) (PERCENT) (PERCENT) (DOLLARS) (PERCENT)
Mercer County .05 .30 .06 N/A N/A :
Marion County .34 .46 ' .24 .06 .20 3
Hamilton County .03 .24 .04 .07 .17 ’
‘ Torrington County ' .02 .47 .02 N/A N/A !
Franklin County <.01 .03 <.0l : . 0 0 :
Orleans Parish .09 N/R .06 N/A N/A ?
; Harris County .16 .31 .09 .23 .34 ;
\ San Bernardino County .07 .23 .07 .29 .35 ;
Lexington County N/R .75 N/R .77 .46 é
i Comanche County -11 .12 : .05 .17 .13
WEIGHTED AVERAGE _—;-.;;——.‘_—-.-;2:—--——:-(;9_%-—- .-—-;.—2-.:1.-—-_.-—-.—3:—— |
., R I TRT—————_ R 1 FEESINImm———— — A

N/A: Not Applicable
N/R: Not Reported By FSP Agency '
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cashier error. The highest inventory less per household ($0.11) was reported by a
contract vendor; however, the average loss among all contract agents was found
to be the same as the average lcss among government issuance agents. On the
average, the ten ATP project aress performed well below the national invenrtory
lcss per household of $0.05.

The Average Monthly ATP Loss Per Household Is $0.13. Unlike inventory lcss,
which was fairly consistent among the ten sites, ATP loss per household and
transaction varied. ATP Iwss ranged from less than $0.01 to $0.34. The highest
ATP loss wes reported by a project area that prepares initial autharizations from
menually calculated benefit levels. This practice results in a large number of
overissuances that are not discovered until the second month of authorization
when continuing allotments are calculated by the State computer system. How-
ever, this project area, which monitors client overpayments due to calculations
errors, estimates that over 40 percent of this reported lcss is recovered through a
household claims processing mechanism.

The following table compares, by unmatched ATP category, the average loss per
ATP transaction in the ten study sites to national averages for the period April
1982 to March 1983. .

Average Dollar Lass Per Transaction

Unmafdled ATP

Category Stidy National
Average Average

Blank/Stolen $0.02 <$0.01

Expired <0.01 0.01

Out-of-State 0 <0.01

Duplicate

(State Agency Error) 0.04 0.03

Duplicate (Original and

Replacement Redeemed) 0.07 0.16

Counterfeit 0 <0.01

Altered . 0 <0.01

Other (Unmatched) <0.01 0.24
$0.13 $0.43

A review of this table reveals that lower losses were reported for the project
areas in this study than for the Program as a whole. The large differences in
performance are associated with duplicate client redemptioms and "Other”
unmatched ATPs.
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The ten sites studied all follow similar replacement policies that should reduce
duplicate redemptions. These include: (1) alternate delivery after one reported
less, (2) strict adherence to Federal regulstions regarding replacement authoriza-
tions, and (3) stringent client verification procedures designed to reduce client
misrepresentation.

Unmatched ATPs reported in the "Other" category occur for several different
reasons. These include: (1) the issuance of manually prepared non-routine ATPs
that contain typographical or allotment level errors, (2) the absence of a client
authorization record at the time of reconciliation, and (3) the tramsaction of out-
of-county ATPs that can be reconciled to the State master file, but not the pro-
jeet area master file. Practices followed by the ten project areas that appear to
keep these lasses below the national average include:

° The expedited processing of notification data

° The computerized calculation of benefit leirels based on household
budget data

o The existence of logic and specification edits to ensure data integrity

° The computerized generation of all replacement and non-routine
issuances

This last practice when combined with the other three appears to reduce lass in
two categones—duphcate issuance due to State agency error and "other”
unmatched issuances. Combined loss in these categories for four project areas
requiring computer processing of replacement and non-routine issuances is less
than $0.01 per transaction. In the six project areas allowing manual ATP prepara-
tion, combined less per transaction is $0.07.

Computerized replacement reduces lcss in these categories primarily because
notification data required to generate replacement and non-routine ATPs are
computer-edited for logical and specification errors. As stated in Section 2, these
edit checks can prevent the generation of an inaccurate or unauthorized ATP if (1)
a master file entry does not exist, (2) household income exceeds a specified level,
(3) the client has already received a replacement or original issuance, and (4)
client identifying information is inaccurate.

The Average Monthly ATP Replacement Rate Experienced Among The Ten ATP
Project Areas Is 0.32 Percent Of Total Transactions. Nationally, ATPs were
replaced at the rate of 0.81 percent during the period April 1982 through March
1983. The replacement rate among the ten sites ranged from a low of 0.03 per-
cent to a high of 0.75 percent. In general, the production of a replacement ATP,
be it computer-generated or manually prepared, increases the chance for errors
which, in turn, increases the potential for loss.

ATPs are replaced for one of two reasons: (1) the client claims non-receipt of the
original ATP, or (2) the client requires a revised ATP because of administrative
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error or FSP practice. Essentially, the practices followed to minimize ATP loss
per transaction apply to reducing the ATP replacement rate.

° For client-requested replacements, these practices include (1) placing
the client on alternate ATP delivery after one reported loss, (2)
adhering to Federal regulations regarding replacement authorizations,
and (3) following stringent client verification procedures.

° For administrative error replacements, these practices include (1)
expediting the processing of notification data, (2) requiring computer-
generation of allotment, and (3) installing computer edits. Addi-
tionally, computerizing the replacement of ATPs can minimize loss
resulting from typographical errors appearing on manually produced
replacement ATPs. .

° For an FSP agency practice (e.g., the serial identification number on
the ATP must match the seriel identification number on the client's
food stamp identification card) requiring an original ATP to be voided
and a replacement issued, the accuracy of the replacement can be
ensured through computerized processing.

Average Mail Loss In ATP Project Areas Using Mail As An Alternate Delivery
Method Is $0.24 Per Mail Issuance.®* The national mail less per issuance for the
period April 1982 through March 1983 was $0.75. Mail losses among the seven
mixed systems ranged from zero in a project area using targeted direct mail
issuance to $0.77 in a project area using regular mail issuance.

Five of the mixed project areas appear to have minimized the risks associated
with coupon mailing by direct or regular mailing of benefits to targeted recipient
populations. On the other hand, two mixed sites, employing a regular mail issu-
ance system, have not been as successful in minimizing mail replacements result-
ing in loss. Restrictive mail practices, which can be used in both mail systems,
include: (1) mailing benefits only to special population groups (e.g., the elderly,
handicapped) or remote project area locations that have limited access to primary
methods of benefit transfer, (2) limiting the dollar value of coupons that can be
sent through the mail, and (3) sending all mail issuances via certified mail

Unlike regular mail systems, the client population of targeted direct mail issuance
is fairly constant, thus enabling staff to pinpoint (almost immediately) where and
possibly why lcss is occurring. Furthermore, regular meail project areas are vul-
nerable to multiple losses occurring when a client reports both an ATP loss and a
mail issuance lcss in the same month.

The Average Mail Issuance Replacement Rate Experienced Among The Mixed Pro-
ject Arees Is 0.31 Percent Of Total Issuances. Nationally, the average replace-
ment rate was 0.59 percent. Among the ten project areas studied, this rate ranges

* For a comparison of lcss rates experienced in project areas using direct mail

as the primary method of benefit delivery to project areas using mail as an
alternate method, refer to Chapter V, Direct Mail Systems.
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from zero to 0.46 percent. It appears that the relationship between mail loss and
targeted issuance, deseribed above, is relevant to this discussion of mail issuance
replacement rates. Project areas using unrestricted regular mail issuance expe-
rience a higher replacement rate than those that use targeted direct or regular
mail issuance.

Based on a comparison of study site and national performance measures, the prac-
tices employed by the ten ATP project areas appear to be effective in minimizing
system vulnerabilities to loss. The table below presents a summary comparison of
performance measures discussed in this section.

Performance Messures

Perfarmaence Indicators Stdy National
Average Average
Inventory Loss Per Household $0.01 $0.05
ATP Loss Per ATP Transaction $0.13 $0.43
ATP Replacement Rate 0.32% 0.81%
Mail Less Per Mail Issuance ' $0.24 $0.75
Mail Issuance Replacement Rate 0.31% 0.5%9%

10. ISSUANCE-RELATED COSTS AVERAGE $1.70 PER HOUSEHOLD FOR ATP
PROJECT AREAS

Exhibit -3 on the next page presents the per household monthly costs of issuance
for the project aress by inajor cost elements. These averages were calulated from
site-reported cost and participation data for the period April 1982 to March 1983..

e Project Area Categorical And Total Costs Per Household were calcu-
lated by dividing the cost in each category reported by a project area
by the number of participating households, as reported on the FNS
256, Monthly Project Area Participation and Coupon Issuance Report.

) Weighted Average Maonthly Issuance Cost Per Household was calcu-
lated as the sum of project area total costs divided by the sum of
. project area participating households, es reported on the FNS 256.

The study objective with respect to administrative costs was to estimate and
compare total issuance costs acrcss project areas. To meet this objective, the
individual costs of performing issuance-related activities were sorted into a
standard set of issuance system resource requirements. This set includes (1) the
salaries and fringe benefits paid to FSP agenqy perscnnel who supervise, perform,
or monitor one or more issuance functions; (2) the automated data processing
costs associated with the processing of food stamp master file data; (3) the fees
paid to contract issuance agents; and (4) the miscellaneous direct costs required to
support issuance activity, such as postage to mail coupons or suthorization docu-
ments, and fees paid to transport or secure food stamp coupons.
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ISSUANCE COSTS ATP SYSTEMS
(AVERAGE MONTHLY COST

PER HOUSEHCLD)

YIS

- A 2o

PROJECT ARZA DIRECT AUTOMATED CONTRACT ?
LABOR DATA 1ssuance | OTHER ~TOTRL
PROCESSING
Mercer County 0.75 0.77 0.94 0.14 2.60
Marion County 0.59 0.22 N/A 0.31 1.11 ;
Hamilton County 1.30 0.02 N/A 0.08 1.40
Torrington County N/R N/R N/R N/R N/R. {
Franklin ‘County 1.27 1.07 0.96 0.17 3.47  §
Orleans Parish 1.00 0.02 N/A 0.60 1.62 |
Harris County 0.13 0.26 0.75 0.37 151
San Bernardino County 0.33 0.35 1.57 0.19 2.44
Lexington County 1.90 0.20 N/A 0.36 2.46 %
Comanche County l1.61 1.92 N/A N/A 3.53

N/A: Not Applicable

N/R: ©Not Reported By FSP Agency
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When the costs of these resource reguirements are added, their sum represents a
reasonable estimate of the costs required to operate a project area's issuance
system. However, since the mix of resources varies among project areas, it is not
possible to develop "pure" estimates or averages for individual cost categories.
For example, in some project areas security guard coverage is included as g direct
labor cost because FSP staff are assigned to monitor issuance activities. In other
project srees this cost is reported as an "other direct" (miscellaneous) cost
because coverage is provided by a contract security agency.

The Average Monthly Ccst Per Household Among Project Aress Is $1.70, With
Project Area Total Casts Ranging From $1.11 To $3.53. Major explanations for
variability in total costs are:

® Project Area Caseload Size—On the average, issuance costs per
househcld are lower in project aress with large caseloads; higher in
project areas with small caseloads. Duwring the study period, the
average monthly number of households served among nine of the ten
ATP project aress (Torrington County is excluded*) was 260,107. The
four sites serving caseloads below the study average experienced an
average cost per household of $2.79. The average monthly cost
among the five project aress serving caseloads larger than 260,107
was $1.58 per household. This economy of scale occurs because sites
with large caseloads have the ability to spread relatively fixed costs,
such as supervisory staff direct labor and automated data processing, -
over alarger base.

. Cantracted Benefit Delivery—On the average, issuance costs are
" higher in project areas that employ contract vendors to deliver focd
coupons; lower in project areas that have issuance sites operated by
FSP agency staff. Among the six project areas that contracted with
an issuance vendor, the average cost per household was $1.95. The
three sites operated by FSP agencies averaged $1.48 per household.
Contract issuance costs include overhead and profit components
which are not included for FSP-operated systems. Without any
adjustments-to the data, total issuance costs will be biased in the
direction of higher costs for project areas with vendor-operated
delivery points. Using a ten percent overhead factor (reported by
FNS to be the Agency overhead rate) the cost of government-
operated issuance sites would be $1.63, which is still below the aver-
age contractor cost.

11. EFFECTIVE ATP PROJECT AREAS BUILD IN CONTROLS FOR MANAGING
DECENTRALIZED OCPERATIONS TO REDUCE YULNERABILITY TO LCSS

The major strength of an ATP system is that it improves client access to food
stamp benefits. AIl ATP project areas mail the ATP authorization document to
the client's home. Benefit transfer typically takes place at more than one issu~-
ance office. Issuance offices are often operated by contract vendors, and most

* The Connecticut FSP State Agency did not report issuance costs for
Torrington County.
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47TP project areas maximize client access to benefits by providing a variety of
issuance sites located neer clusters of client residences. Clients are free to
choose their benefit issuance site from month to month when multiple sites are
available. ‘

Project area vulnerabilities to less stem from the decentralized nature of ATP
operations. Issuance sites are unable to check ATP validity against master file
data at the time of benefit delivery. When ATPs presented to issuance agents are
based on outdated, incomplete, inaccurate, or inaccurately trarscribed master file
deta, loss can result. In effective systems, unauthorized ATP transactions due to
notification processing delays are minimized by establishing deadlines for master
file update, instituting a pre-mailing procecdure for locating and deleting expired
or outdated authorizations, and prioritizing data entry on the basis of case type or
change impact on benefit level. Transacting inaccurate ATPs is controlled by
installing system logic and specification edits and an automated benefit calcula-
tion function in masterfile processing programs, and by requiring that all authori-
zations be computer-generated.

ATP project sreas are also vulnerable to lcss because the ATP is a document
which moves from one location to another and can be stolen from the storage unit
or while in transit. Effective systems control for lcss resulting from unauthorized
redemption of stolen ATPs by mandating that all ATPs be computer-generated, by
conducting monthly third-perty audits of manually issued ATPs, and by limiting
physical access to ATPs to the issuance supervisor and designated staff. Dupli-.
cate and unauthorized issuances that occur as a result of client-reported loss or
theft can be minimized by requiring alternate ATP delivery after one reported
lss, and by irstituting mail security safeguards, such as presorting and bundling
ATP envelopes by zip code prior to delivery to the post office, in order to avoid
handling outside the issuance unit prior to carrier delivery.

Freedom to select an issuance site means that clients can move anonymously
through the benefit transfer process in ATP project areas. This enhances project
area vulnerability to loss resulting from client misrepresentation. Effective
project areas generally require more than one form of client identification prior
to ATP transaction in order to control for this type of loss. Other project area
controls for client misrepresentation are providing issuance agents with detailed
instructions about controlling vulnerability to loss during the transaction process,
requiring vendors to reimburse the project area for invalid ATP redemptions, and
appointing a FSP issuance liaison to assist with and monitor the vendor issuance
process.
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II. DIRECT DELIVERY SYSTEMS

In a regular ATP system, clients who experience repeated loss of their ATP are
placed on alternate delivery—they are required to pick up ATPs at a local cer-
tification or issuance office. This alternate delivery concept, when applied to &
lerge recipient population, is known as Direct Delivery. This system is currently
used to deliver about six percent of all food stamp benefits (See Appendix A). The
approach evolved in an attempt to reduce the number of duplicate ATPs trans-
acted without restricting client accessibility. The primary difference between
these two systems is that Direct Delivery systems send monthly and daily
authorizations to an issuance agent (typically a contract vendor). Other issuance

. funetions. suech as notifieation sand client verification. are identieal to those

performed in regular ATP systems.

Our study included four project areas that have been identified to use Direct
Delivery systems effectively. Exhibit -1 on the next page displays average
monthly participation data for each Direct Delivery project area, and the type of
issuance agent employed to transfer benefits. Highlighted below are the major
operating similarities and differences found among the four Direct Delivery
project areas studied.

. All four project areas employ contract vendors to direct-deliver ATPs.-
to eligible households. In one project area, prepackaged coupon
allotments are sent to agents for client delivery. In the other three
project areas, only ATP cards are sent to the issuance agent. In these
areas, the vendor must meaintain on-site coupon supplies from which
to issuance coupon allotments.

° In two project areas, a regular ATP system is employed to authorize
non-routine benefits (e.g., supplemental and initial-month allot-
ments). The other two project areas mail coupons directly to either
special population groups (e.g., the elderly) or recipients receiving
non-routine benefits.

° Three-quarters of the way through the study period, one project area
changed from an ATP system to a combination Direct Delivery/Direct
Mail System.

The methods and practices used by these project areas to minimize duplicate
issuance and reduce other system vulnerability to loss are described in the first
eight sections that follow. The remaining three sections present data on reported
benefit loss and administrative costs of issuance, as well as a summary of Direct
Delivery system strengths and weakeness.

1. DELAYED PROCESSING OF HOUSEHOLD ELIGBILITY DATA

Delayed processing of notification data results in a temporary lack of information
regarding the eligibility of a particular eclient for benefits. In certain situations
this may result in an unauthorized issuance to the client. This can occur when
either certification or data management staff do not process household notifica-

tion data in a timely fashion. For example, an unprocessed change in household

m-1
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EXHIBIT III-1

DIRECT DELIVERY PROJECT

AREA CHARACTERISTICS

WM
AVERAGE MONTHLY NUMBER/PERCENT
G B S X UANC!
OF PARTICIPATING OUSEIOLDS AVERAGE MONTHLY VALUE/PERCENT OF ISSUANCE
, o s PROGRAM TYVE OF ISSUANCE
PROJECT AREA |\ omINgSTRATION ATP Are ATP ATP AGENT
DIRECT CLIENT MAIL TOTAI. DIRECT CLIENT . MAIL TOTAL
DELIVERY DELIVERY DELIVERY DELIVERY

pPhiladelphia State Admini-~ 109,020 53,697 - 162,717 ] 10,654,736 | § 5,247,856 - $15,902,592 § Contructur -
County, stered, County {67%) (33%) (67%) (33v) Financial Agency
Pennsylvania Operated

Alleghieny State Admini- 30,380 30,1380 - 60,760 1% 2,642,419} 5 2,642,419 - §$ 5,204,830 | ConLractor -
County, stered, County (50%) (50%) (50M) (50%) Flnancial Agency
Peunsy lvania Operated

Fayetle State Admini- 5,797 - 452 6,249 | 5 762,164 ~ $ 14,595 | § 769,759 | Contractor - Othaer
County, stered, County (93s) (7s8) (98%) (28)

Kentucky Operated

Cook CUunty.. State Admini- . ¢ 265,950 . o $31,268,537 | Contractor - Otlus
Hlinois stored, Stale

Operated
L AR L

- Because Cook County's Direct Delivery system was implemented during the lust three months of the study period, exact participation statistics arce not

available.

percent receive non-1outine benefits Lhrough the mail.

lowever, it is estimated that 85 percent of the participating housshold: receive thelr benefits fyow direct delivery agents; the other 19
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income could result in either an over- or under-issuance. Likewise, failure to
notify the system of a termination of food stamp bénefits could result in an -
unauthorized issuance. These processing delays result in tnmatched issuances at
the time of reconciliation, which in turn sre reported as issuance lcsses on the
FNS 46 report. :

All the effective Direct Delivery systems studied are responsive to FNS
requirements for prompt handling of notification data. Since these sites have
computerized eligibility files, they have developed automated procedures to
control and expedite data processing. Four techniques appear to reduce vulner-
ability related to delays in establishing or updating client authorization records.
(NOTE: see Chapter VI, HIR Systems, for a discussion of techniques applicable to
manual systems).

® One-Day Turnaround Time—All of the Direct Delivery project areas
attempt to process notification data within one day after receipt
from the certification unit. In all of the sample project aress, this is
facilitated by having data entry capability in or adjacent to certifica-
tion arees.

° Batch Control—All of the sample project aress employ a batch con-
trol numbering system to prevent documents from being lost and to
monitor timely completion of corrections and updates. Such systems
automatically assign a doecument number or date to each notification -
form. This information assists project area staff in identifying where
data are stored and when the information was processed.

° Processing Deadlines—A]l the effective Direct Delivery project areas
establish an end-of-month cutoff date for processing updates to the
authorization master file, thus ensuring that all required changes are
made prior to ATP printing. Failure by certification staff to adhere
to these cutoff dates may result in administrative errors that are
subsequently reported as deficiencies in a certification unit's
performance rating. These project areas also provide a procedure for
locating and "pulling"” ATPs that need updating after the cutoff date
but prior to vendor distribution. Typically, this involves a certifica~
tion worker notifying issuance or data processing, in writing, that a
client's ATP card be (1) held pending further instructions, (2) diverted
to a local office for client pick-up, (3) mailed to a different address,
or (4) voided due to a change in client circumstances.

° Master File Update Prioritization—Should a backlog of notification
input documents occur, data entry staff in all project areas are
instructed by their supervisors to process new cases and changes that
affect benefit levels first. This practice ensures that processing
delays do not result in the overissuance or unauthorized issuance of
food stamp benefits.

Data for one project area illustrate how some unmatched issuances
are overstated initially as a result of delays in updating the household
master file. In this site, unmatched issuances (reported in the "Other"
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category of the FNS 46) were due, in part, to emergency ATP cards
that were manually produced without promptly updating the author- .
ization file. Follow-up of these discrepancies by FSP staff led to the
decrease in nonmatches that is reported below.

Number of
Unmatched ATPs

Reported in the "Other” category

on line 19 of the FNS 46 97
After three months' follow-up 22
After six months' follow-up 11

While these data do not necessarily indicate a real savings in benefit
dollars issued, they do show the potential for (1) reducing administra-
tive costs associated with certification worker follow-up of
unmatched issuances, and (2) arriving at more timely and accurate
estimates of benefit dollar loss.

2. INACCURATE OR INCOMPLETE PROCESSING OF HOUSEHOLD
ELIGIBILITY DATA

The complex, high-volume data collection systems that support Direct Delivery

systems are vulnerable to inaccurate and fraudulent input. Al of the project

areas studied use a variety of computer edits and security procedures to control

access to and content of household notification data:

° Specification Edits—All systems provide edit checks that prohibit the
entry of data that falls outside specified values. For example, a file
will not be updated if an input transaction does not contain a value
for "Family Income” or if the value is not numeric.

° Logical Edits—All systems provide some form of logical checks of the
notification information entered. Mast commonly, these systems

check to see that:

- Only one household record exists for a given social security
number

- Only one household record exists for a given address and
apartment

- A zip code is within project area boundaries

Project aress with the most sophisticated information systems have
developed logical edits that can:

- Automatically place a mail issuance household on alternate
delivery if the client has reported a previous mail less
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- Reject a request for benefit authorization if the household has
" not received pre-registration clearance. Such clearance -
indicates that neither the head of household nor household
members are currently participating in the Food Stamp
Program

- Identify data entry or certification errors by rejecting requests
for (1) more than one routine issuance per month, and (2) a
replacement allotment that, based on the master file record, is
not the same as the original amount authorized and issued

- Reject requests far more than two replacements within a six
month period

® Automated Benefit Calculation/Verification—AIl computer systems
provide the capability either to compute household benefit amounts
automatically or to cheek the benefit allotment computed manually
by the certification worker. Several systems support automatic
update of benefit amounts when eligibility criteria are revised.

® Computer Access Controls—All systems have bhuilt-in security
features that limit access to notification and authorization data to
selected personnel. For example, changes to the master {ile can be
made only by data entry personnel, each of whom is assigned a pass-
word and operator number.

3. LOSS OR THEFT OF AUTHORIZATION DOCUMENTS

In a Direct Delivery system, this vulnerability is minimized by the methods used
to prepare and distribute issuance authorization documents. The use of pre-
determined assignment of clients to issuance locations facilitates logistics
planning and minimizes lass of original authorization documents. In large project
areas, logistics planning is essential to effective system performance. Two
methods of issuance location sssignment are employed by Direct Delivery project
areas.

° Zip Code—One project area assigns all direct delivery clients to an
issuance point based on the household's zip code. Assignment of
newly-certified clients is determined automaticaily by .the county's
client information system. Predetermined zip code assignment helps
to ersure an even distribution of clients among issuance points. In
addition, vendors easily verify the accuracy of ATP shipments by
checking for out-of-sequence zip codes.

. Client Selection—In three project areas, clients can elect to receive
their ATPs from one of several issuance sites. This assignment pro-
cess requires that the certification worker pre-code an issuance
location for each new certification. Instead of checking for out-of-

sequence zip codes, vendors verify ATP shipments by an issuance site
code number.

The majority of lcsses occurring in regular ATP systems are a result of duplicate
redemptions—clients claim non-receipt of the original ATP, are issued replace-

oI+
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ments, and subsequently both the original and replacement ATP are redeemed.
Except in the unlikely event that the ATP is delivered to the wrong agent or the -
agent mistakenly issues the ATP to the wrong client, recipients are assured of the
availability of an ‘authorizing document when they meet local verification
requirements. Furthermore, direct delivery reduces the opportunities to tamper
with ATPs (e.g., alteration of benefit allotment amount, change of expiration
date) before they are presented for issuance.

In the project area where direct delivery originated these improvements were
reported:

® Sixty-Eight Percent Reduction In Duplicate Issusnces—During the
first three months (October to December, 1981) of total project area
perticipation in the Direct Delivery system, there were a total of
1,114 duplicate ATPs transacted. Over the same period of time in
1980, there were a total of 3,522 duplicate issuances, which occurred
.as aresult of regular client delivery of ATP cards.

° Bighty Percent Reduction In Direct Labor Casts—This site estimated
that prior to the implementation of Direct Delivery, the FSP agency
was spending approximately $37,450 per month in direct labor
resources to process manual ATP replacements. Because Direct
Delivery reduces the number of ATP replaeement requests, the
agency estimates that only $7,420 per month is currently being spent -
in processing manual ATP cards. ,

4. CLIENT M]SREPREENTA‘I'ION/FRAUD AT BENEFIT DELIVERY POINT

The caseload size and the number of benefit delivery sites impact a project area's
ability to control vulnerability to less from client misrepresentation. Project
areas with small caseloads and one or two delivery points are least vulnerable
because cashiers become acquainted with eligible clients and identification oceurs
by sight. Areas with large, high turnover caseloads, combined with a relatively
large number of delivery sites and individual cashiers, require different procedures
to avdg loss through misrepresentation. Specifically, these procedures were
observed:

° Signature Comparison—The client must sign .the ATP in the presence
of the cashier. . If this signature does not match the client's food
stamp identification card, an additional form of identification with
the client's photograph is requested.

° Photo Identifieation—In two Direct Delivery project areas clients are
required to show food stamp photo identification cards at the time of
benefit transaction. This requirement is prompted by an FNS regula-
tion which requires project asreas with large recipient populations to
issue photo identification cards.

° Predesignation Of Authorized Representative—One of the project
areas requires that authorized representatives be identified on the
ATP or on the client's identification card, or in both places.

Authorized representatives must then follow the signature comparison
procedure outlined above.
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® Assignment Of FSP Monitor Function—Project area personnel are
assigned to provide ongoing assistance to vendor organizations, to -
include: (1) training vendor staff in redemption and reconciliation
procedures, (2) locating ATPs that have been delivered to the wrong
ve{_tpdor, and (3) answering questions about the validity of a par’actuar
ATP.

S. CASHIER ERROR RESULTING IN OVERISSUANCE

Overissuance can also occur as a result of cashier error in delivering coupons to
clients. It appears that a combination of redundant cashier practices combined
with an even client flow reduces overissuance. Six practices were reported to
reduce cashiering errors resulting in overissuance:

® . Double Counting—In three Direct Delivery project areas, coupon
books are counted twice prior to benefit transfer—first, when
removed from working inventory and second, when handed to the
recipient. In these sites, the client is requested to recount and sign
the coupon books before leaving the issuance area.

) Pre-Benefit Transfer Coupon Book Separation—TIree sites noted a
problem with the two and seven dollar coupon books. Because these
books are bound with glue, there is a tendency for them to stick
together. An additional effort to separate book denominations before -
issuance was reported to reduce overissuance of these coupon book
denominations.

° Staggered Issuance—When issuance is concentrated during the first
two or three days of the month, cashiers must transfer a high volume
of benefits in a short time period. This high issuance volume appears
to result in cashiering errors. Staggered issuance, practiced in all
fouwr project areas, permits an even client flow that is reported to
reduce cashiering errors.

° Verification Of Manmally Prepared ATP Cards—Typographical or cer-

- tification worker errors appearing on manually produced ATP cards
can result in mnauthorized overissuance or utnmatched issuance. One
Direct Delivery project area requires cashiers to verify the typed .
accuracy of manual ATP cards by comparing the benefit allotment
and coupon book denominations typed on the ATP card to a preprinted
breakdown of books by allotment amount. If a cashier detects an
error, the client is referred to his/her certification worker.

° Assignment Of Overissmance Lisbility—Vendors and government
agents are held liable by USDA for coupon inventory discrepancies.
All contract agents gre held liable for the transaction of expired ATP
cards. -
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' Prepackaging Of Allotments—One project area has modified the
Direct Delivery system by prepackaging coupon allotments with .
ATPs. Advantages of this modified delivery method are:

- Reduction in the number of issuance points required to
maintain daily and bulk coupon supplies.

- Limitation of agent liability to allotments on hand, thus
eliminating time-consuming tasks associated with daily
inventary reconciliation and monthly inventory audits.

- Increased acewracy in delivering exact benefit allotments to
eligible households. This project area employs an automated
stuffing machine to process all direct delivery allotments.
Since its inception, inventory loss due to cashier errors is re-
ported to be zero.

- Reduction in the time reaquired to transact benefits, thus
eliminating cashiering tasks, such as retrieving coupons from
inventory, counting and verifying coupon amounts, and
recording transactions.

6. LOSS OR THEFT OF MAIL ISSUANCE ALLOTMENTS

Two Direct Delivery project areas use mail as an alternate method of benefit
delivery. Several practices were found to minimize losses resulting from coupons
reported lost or stolen in the mail. (NOTE: For a more detailed description of
practices designed to reduce mail lcss refer to Chapter V, Direct Mail Systems).

° Alternate Delivery Imposed After One Reported Mail Lass—FNS
regulations require that FSP agencies place mail issuance clients on
an alternate method of delivery after two reported losses within a six
month period. To minimize the risk of multiple mail issuance
replacements, one project area requires that clients reporting one
mail loss be placed on over-the~counter delivery for the remainder of
the client's certification period or until the certification worker
determines that the threat of loss has been eliminated.

° Special Client Populations—One project area limits mail issuance to
selected client populations, such as the elderly and handicapped.

® Mail Issuance Interview—In one project area, certification workers
interview all clients requesting mail issuance regarding the security
of their mailboxes. During this interview, clients are asked questions
regarding the number of individuals who have access to the mailbox,
the security of the mailbox if it is located in a public area (ie.,
apartment building lobby), and the incidence of previous mail lesses.
If the certification worker believes that there is a potential for mail
less, the client is placed on over-the-counter issuance until the threat
of loss is reduced or eliminated.
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Analysis Of Mail Lass And Returns—In both project areas, issuance

staff conduct routine analyses of reported mail losses which in turn .

are reported to the Pcstal Service for further investig_ation. Such
analyses, which are summarized on the FNS 259, result in the identifi-
cation of delivery areas that require special handling (e.g., certified
mail or alternate over-the-counter delivery).

By conducting routine analyses of mail returns, project area staff also
can begin to identify patterns that may promote loss. For example, a
project area that experiences a high rate of returned allotments
monitors such returns to pinpoint the reason for nondelivery. Reasons
may include (1) failure by certification staff to submit timely
notification updates, (2) delays in processing notification updates, or
(3) inadequate imstructions to clients regarding the reporting of
changes in address. :

7. THEFT FROM COUPON STORAGE OR WORKING INVENTORY

This vulnerability affects all project areas and issuance locations where coupons
are kept. In small, isolated project offices, this vulnerability may be compounded
by the fact that irsufficient on-site security is available for monitoring and safe-
guarding coupon supplies. Practices found to prevent inventory theft in the four

Direct Delivery project areas, which on the average maintain a three to six month

supply of coupons, are:

Limited Access, Dual Verification—All project area issuance and bulk
storage sites follow FNS regulations and guxdehns regarding the
disbursement, receipt, transfer, and destruction of food coupons.
Inventory activities are carried out by at least two authorized staff
members who are responsible for verifying coupon shipments and in-
ventory disbursements. Additionally, only a limited number of project
area staff have access to coupon supplies—typically, the project area
administrator, issuance supervisor, and head cashier.

Issuance Area Security—All of the project areas studied take added

precaution to ensure that coupon inventories are safeguarded against
potential over-the-counter theft. Typical practices include:

- Separating working inventories for each issuance cashier to
monitor the accuracy of individual cashiering activities

- Using on-site combination lock safes or locking inventory
drawers to safeguard daily and working coupon supplies

- Enclasing and limiting access to cashiering cages to prevent
theft of coupors and authorization records

To further reduce the risks associated with maintaining on-site

coupon supplies, all of the project aress have added one or more of

the following controls:

- Irstalling a security alarm system that alerts a local contract
security agency or police to an attempted robbery or suspicious

m-8 .
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distrbance (including such devices as sound and motion
detectors located in coupon storage area; silent alarms to .
signify both inventory tampering and suspicious disturbances;
vault and issuance area surveillance cameras; and time-delayed
combination lock vaults)

- Stationing security guards (often off-duty police officers) in
issuance areas during heavy periods of issuance activity

- Assigning police or security guard escorts during the transfer
of coupons and ATPs from bulk storage to the issuance site

® Vendor Security—In three project areas, vendor contract agreements
require all issuance agents to maintain adequate records and internal
controls that ersure proper coupon issuances and to maintain daily
records of coupon books received, issued, and on-hand. Issuance site
records are subject to periodic audit by the USDA, State FSP, or
vendor.

8. DELAYED OR INCOMPLETE RECONCILIATION OF ISSUANCES

Monthly reconciliation of transacted ATPs with household issuance files is per-
formed by computer in all of the Direct Delivery project areas studied. This
process includes creation of an exception report of errors in issuance that may-
have resulted in benefit loss. The two main categories of exceptions include:

. Duplicate ATP Transacted—Two or more ATPs were transacted for a
single household. This less is minimal in a Direct Delivery system,
but can still occur if a client is misrepresented by a third party.

™ Unmatched ATP—An ATP is transacted for which no authorization
_ neerd ron ha fAaimd an tha m aetar #i1a )

‘v——
A —

occurred or if the duplicate or unmatched condition can be explained. For
example, as noted in Section One, a major explanation for nmatched ATPs is a
delay in processing notification data. If notification data do not reach the master
file before monthly reconciliation is done, an exception is reported. All of the
visited project areas distribute exception reports to the corresponding
certification office. Certification workers are responsible for determining the
exact nature of-the exception and initiating appropriate corrective action (such as
resubmitting client notification data).
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The followmg indicators (displayed on Exhibit III-2 and explained in Chapter D) are

used in this section to compare the loss experienced in the four Du'ect Delivery -

project areas:

° Inventory Lass Per Household (FNS 250, Line 23, Value of Issuance
Difference divided by FNS 256, Number of Participating Households)

° ATP Lass Per Household and Transaction (FNS 46, Line 10, Value of
Unmatched ATPs Transacted divided by FNS 256, Number of
Participating Households and FNS 46, Line 8, Total ATPs Transacted)

° Mail Lass Per Household and Issuance (FNS 259, Column 7e, Value of
Replacements divided by FNS 258, Number of Participating
Households and FNS 259, Column 7a, Number of Mail Issuances)

° ATP Replacement Rate (FNS 46, Line 9, Total Replacement ATPs
Transacted divided by FNS 46, Line 8, Total ATPs Transacted)

° Mail Issuance Replacement Rate (FNS 259, Column 7b, Number of
Replacements divided by FNS 259, Column Ta, Numbez- of Mail
Issuances)

° Total Lass Per Household (FNS 250, Line 23, Value of Issuance

Difference plus FNS 46, Line 10, Value of Unmatched ATPs’

Trarsacted, plus, if applicable, FNS 2539, Column 7e, Value of
Replacements divided by FNS 256, Number of Households)

Individual loss and replacement rates were calculated using total reported values
for the project area for the period April 1982 through March 1983. Column
averages were weighted by the total number of households or transactions
processed by each of the four project areas during the twelve-month study period.

The Average Monthly Inventory Lass Per Household Among Direct Delivery
Project Aress Is $30.03—In all four project aress, inventory lass was attributed to
over-the-counter benefit transfer errors caused by vendor-employed cashiers.
During the last three months of the study period, one project area eliminated all
vendor-maintained coupon inventories by modifying its Direct Delivery system to
include the delivery of prepackaged coupon allotments to all issuance vendors.
This modification, which centralized and automated the handling of individual
coupon allotments, eliminates inventory discrepancies that normally oceur when
cashiers transfer individual coupon books to recipients. Additionally, the
centralized issuance unit reported no losses occurring after the introduction of
prepackaged coupon allotments., On.the average the four project areas performed
below the national average inventory loss per househald of $0.05.

The Average Monthly ATP Loss Per Household Is $0.10; $0.11 Per Transaction—
Unlike inventory loss, which was fairly consistent among the four Direct Delivery
sites, ATP lass per household and transaction varied. Lass per household
(transaction) ranges from a $0.04 ($0.05) to $0.15 ($0.15). Total ATP loss is based
on FNS 46 project area data that do not all differentiate between loss resulting
from direct delivery of ATPs and the mailing of ATPs to clients. However, one
project area, which did employ a single Direct Delivery system during the entire
study period, reports the lowest average loss ($0.04) due to the transaction of
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EXHIBIT III-2(1)

DIRECT DELIVERY SYSTEM
LOSS INDICATORS
(AVERAGE MONTHLY LOSS
PER HOUSEHOLD)

MATL LOSS
PER
HOUSEHOLD

TOTAL LOSS
PER
HOUSEROLD

(DOLLARS) (DOLLARS) (DOLLARS)

Philadelphia County .01 . N/A

Allegheny County N/A
Fayette County ' .01

Cook County**

N/A: Not Applicable

* Reflects combined losses rasulting from both the direct delivery of ATPs
to issuance agents and the mailing of ATPs to clients.

**  Because Cook County's issuance system changed during the study period,
the loss figures shown are not representative of current system operations.
Refer to Section Nine of text for a more detailed explanation.

NOTE: Per household loss indicators are computed by dividing the total amount
reported in each loss category by the TOTAL number of participating :
households as reported on the project area's FNS 256 report. For -2
project areas using ATP and/or mail issuance two additional incicators--
loss per ATP transaction and loss per mail issuance--are used. These
indicators, shown on Exhibit III-2(2), display unit losses for only
those portions of the project area's recipient population that receive
benefits through over-the-counter ATP redemption and/or direct mail
issuance. (See Chapter One for further explanation.)
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EXHIBIT III-2(2)

DIRECT DELIVERY SYSTEM
I0SS INDICATORS
(AVERAGE MONTHLY LOSS
PER TRANSACTION/ISSUANCE)

Philadelphia
County

Allegheny
County

Fayette
County

Cook
County*«

N/A: Not Applicable
* Reflects combined losses resulting from both the direct delivery of ATPs
to issuance agents and the mailing of ATPs to clients.

**  Because Cook County's issuance system changed during the study period, the )
loss figqures shown are not repressantative of current system operations. Refer

to Section Nine of text for a more detailed explanation.



Table of Contents

unmatched ATPs. Based on this data point it would appear that Direct Delivery
ATP loss may be significantly less than the study average suggests. :

Because Cook County changed its issuance system three-quarters of the way
through the study period, the reported losses (shown on Exhibit [M-2) are not
representative of the current systems (i.e., Direct Delivery and Direet Mail) used
by the project area to authorize and transfer benefits to eligible households.
Losses for this combined issuance system are approximately equivalent to those
figures reported for mail issuance replacementson the FNS 259. However, since
this project area combines both direct delivery and direct mail issuances on one
reporting form (FNS 259), it is not possible to distinguish between losses occurring
in the two systems.

The following table compares, by unmatched ATP category, the average loss per
ATP transaction in the four study sites to national averages for the period April
1982 to March 1983.

Dollar Lass Per Transaction

Unmatched ATP Study National
Ceat egory Average ‘ Average

Blank/Stolen $ o <$ 0.01
Expired 0.01 0.01
Out-of-State 0 < 0.01
Duplicate 0.03 0.03
(State Agency Error)
Duplicate (Original and
Replacement Redeemed) 0.04 0.18
Counterfeit 0 < 0.01
Altered 0 < 0.01
"Other” (Unm atched) 0.03 0.24

$0.11 $0.43

A review of this table reveals that lower losses were reported for the project
areas in this study than for the Program as a whole. The large differences in per-
formance are associated with duplicate client redemptions and "Other" unmatched
ATPs.

Because ATP direct delivery virtually eliminates the need to replace authorization

documents that have been reported lost or stolen by the client, the study sites are
able to minimize lcsses occurring because of duplicate client redemption.

Additionally, in mixed direct/regular delivery groject areas, the following
replacement practices reduce duplicate issuance: (1) alternate delivery after one

m-11



Table of Contents

reported loss, (2) strict adherence to federal regulations regarding replacement

authorizations, and (3) stringent client verification procedura desxgned to reduce '
client misrepresentation.

Unmatched ATPs reported in the "Other" category oceur for several different
reasons. These include: (1) the issuance of manually prepared non-routine ATPs
that contain typographical or allotment level errors, and (2) the absence of a
client authorization record at the time of reconciliation. Practices followed by
the four project areas that appear to keep these lcsses below the national average
include:

. The expedited processing of notification data

° The computerized calculation of benefit levels based on household
budget data

® The existence of logic and specification edits to ensure data integrity

) The computerized generaﬁon of all replacement and non-routine
issuances

This last practice when combined with the other three appears to reduce loss in
two categories—duplicate issuance due to state agency error and "Other"
unmatched issuances. Computerized replacement reduces loss in these categories -
primarily because notification data required to generate replacement and non-
routine ATPs are computer edited for logical and specification errors. As stated
in Section Two, these edit checls can prevent the generation of an inaccurate or
unauthorized ATP if (1) a master file entry does not exist, (2) household income
exceeds a specified level, (3) the client has already received a replacement or
original issuance, and (4) client identifying information is inaceurate.

The Average ATP Replacement Rate In Direct Delivery Systems Is 0.79 Percent
Of Total Transactions—Nationally, ATPs were replaced at the rate of 0.81 percent
during the period April. 1982 through March 1983. The ATP replacement rate
among the four study sites ranged from a low of 0.04 percent to a high of 0.92
percent. In general, the production of a replacement ATP, be it computer-
generated or manually prepared, increases the chance for error, which in turn
increases the potential for 1css.

In the four Direct Delivery project areass, the average replacement rate is a
function of FSP agency distribution and redemption practices. Delivery sites in
the project area reporting the lowest replacement rate maintain ATPs until the
end of the benefit month. The other three project areas require clients to
transact ATPs during a specified five day period. In these sites, if ATPs are not
redeemed, they are returned to the FSP agency. This practice, designed to reduce
vendor on-site maintenance of ATPs, requires eligible households to apply for a
replacement authorization if they fail to pick up their ATPs within the prescribed
timeframe, Flrthermore, in two of the project areas, when an authorized

representative receives the benefits, the original computer-generated ATP is
voided and a manually prepared replacem ent is issued.
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Average Manthly Mail Lass In Project Areas Using Mail As An Alternate Delivery
Method is $0.05 Per Household; $0.22 Per Mail Issuance®*—The national mail less -
per issuance for the period April 1982 through March 1983 was $0.75. Two Direct
Delivery project areas supplement their primary issuance system with direct mail
delivery. Both sites, which experience similar losses per household and issuance,
employ restrictive mail issuance practices to limit loss due to mail issuance
replacements.

Mail Issuance Replacements Average 0.16 Percent Of Total Issuances—Nationally,
the average replacement rate was 0.59. One Direct Delivery site reports a 0.16-
. percent replacement rate; the other site a 0.39 percent rate.

» L .. » L

Based on a comparison of study site and national performance measures, the
practices employed by the four Direct Delivery project areass appear to be
effective in minimizing system vulnerabilities to less. The table below presents a
summary comparison of performance measures discussed in this section.

Perfcrmance Measures

- Study National
Performance Indicators Average Average

Inventory Loss Per Household $0.03 $0.05
ATP Lcss Per ATP Transaction $0.11 $0.43
ATP Replacement Rate 0.79% 0.81%
Mail Loss Per Mail Issuance $0.22  $0.75
Mail Issuance Replacement Rate 0.16% 0.59%

10. ISSUANCE-RELATED COSTS AVERAGE $1.49 PER HOUSEHOLD FOR
DIRECT DELIVERY PROJECT AREAS

Exhibit II-3 on the next page presents the per household monthly costs of issuance
for the project areas by major cost elements. These averages were calculated
from site-reported cost and participation data for the period April 1982 to March
1983.

° Project Area Categorical And Total Costs Per Household were cal-
culated by dividing the cost in each category reported by a project
area by the number of participating households as reported on the
FNS 256, Monthly Project Area Participation and Coupon Issuance.
Report. .

* For a comperison of 1css rates experienced in project areas using direct mail

as the primary method of benefit delivery to project areas using mail as an
alternate method, refer to Chapter V, Direct Mail Systems
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EXHIBIT III-3

ISSUANCE COSTS
DIRECT DELIVERY SYSTEMS
(AVERAGE MONTHLY COST

PER HOUSEHOQLD)

COST ELEMENT (DOLLARS/EOUSEHOLD)

AUTOMATED
DATA
PROCESSING

N

CONTRACT
ISSUANCE

OTHER
DIRECT
coSTS

Philadelphia County

Allegheny County

Cook County

Fayette County

0.33

0.33

0.35

0.14

1.25

l.12

0.78

1012

0.07
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.

° Weighted Average Monthly Issuance Cast Per Household was cal-
culated as the sum of project area total costs divided by the sum of
project area participating households as reported on the FNS 256.

The study objective with respect to administrative costs was to estimate and
compare total issuance costs across project aress. To meet this objective, the
individual costs of performing issuance-related activities were sorted into a
standard set of issuance system resource requirements. This set includes (1) the
salaries and fringe benefits paid to FSP agency personnel who supervise, perform,
or monitar one or more issuance functions; (2) the automated data processing
costs associsted with the processing of food stamp master file data; (3) the fees
paid to contract issuance agents; and (4) the miscellaneous direct costs required to
support issuance activity, such as postage to mail coupons or authorization
documents, and fees paid to transport or secure food stamp coupons.

When the costs of these resource requirements are added, their sum represents a
reasonable estimate of the costs required to operate a project area's issuance
system. However, since the mix of resources varies between project areas, it is
not possible to develop "pure” estimates or averages for individual cost cate-
gories. For example, in some project areas security guard coverage is included as
a direct labor cost because FSP staff are assigned to monitor issuance activities.
In other project areas this cost is reported as an "other direct" (miscellaneous)
cost because coverage is provided by a contract security agency.

The Average Monthly Cast Per Household Among Project Areas Is $1.49, With
Project Area Total Costs Ranging From $1.24 To $2.06. Two of the four Direct
Delivery pro;ect areas operate similar issuance systems and report similar per
household issuance costs. The project area with the lowest administrative costs is
unlike the other three in that its Direct Delivery system is (1) state-operated,
which spreads FSP agency relatively fixed costs, such as supervisory staff direct
laber and automated data processing charges, over a broader base; and (2)
modified to include the delivery to vendors of pre-packaged _coupon allotments,
which tends to decrease vendor charges for benefit deliva-y since vendors do not
have to maintain bulk coupon supplies.

11. EFFECTIVE DXRECT DELIVERY PROJECT AREAS INCLUDE CONTROLS
TO PROMOTE MASTER FILE DATA INTEGRITY AND ATP VALIDITY TO
REDUCE VULNERABILIT'Y TO LCSS

The major strength of Direct Delivery issuance is that it enhances food stamp
benefit accessibility to clients. Authorization documents are delivered to
issuance sites, where clients sign them immediately prior to benefit transfer.
Issuance offices are often operated by contract vendors, and mcst Direct Delivery
pro]ect areas maximize potential client access to benefits by providing a variety
of issuance sites located near clusters of client residences. Clients are assigned
to an issuance site, usually on the basis of residence address but sometimes on the
basis of client preference.
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Direct Delivery project areas are especially vulnerable to losses associated with
the incomplete or inaccurate master file data. Effective project areas minimize -
notification processing delays by providing immediate, on-site turnaround docu-
ments for certification worker review; establishing processing deadlines for
updates to the master file; providing a mechanism for locating and deleting
individual authorizations that have expired or require modification; and priori-
tizing data entry by case’type or effect on benefit level. The project areas
studied reduce inaccurate or incomplete household eligibility data processing by
irstalling system logic and specification edits, and they eliminate benefit
calculation errors by providing computer-generated or computer-assisted benefit
calculation, often based on raw household budget data.

Lack of master file accessibility can lead issuance agents to unknowingly process
fraudulent ATPs, although effective Direct Delivery systems control for this vul-
nerability to loss as well. They limit access to master file data when
authorization records are established; conduct pre- and post-verification of all
computer-generated authorization documents; and eliminate manual issuance
authorization processing. Other practices employed to combat 1css resulting from
redemption of unauthorized ATPs include establishing vendor charge-back for such
redemptions; prepackaging coupon allotments when reported issuance agent
inventory losses are high; and providing explicit and detailed instructiors to
issuance agents and cashiers regarding potential areas of wvulnerability in
transacting ATPs or verifying client identity.
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IV. ON-LINE SYSTEMS

On-Line systems are used to deliver approximately seven percent® of the benefits
in the Food Stamp Program (See Appendix A). This system type is a natural
extension of the original HIR system, in that the issuance record is maintained at
the point of benefit delivery, client sccess to benefits requires presentation of an
identification card to an issuance cashier, and the authorization record is updated
immediately after issuance. The obvious points of system difference are in (1) the
use of computer technology, which allows food stamp agencies to decentralize
benefit transfer functions and handle a large volume of issuances, (2) on-line up~
date of a client's master file record, which minimizes issuance errors occurring
because of notification processing delays, and (3) the immediate reconciliation of
issued benefits to authorized benefits, which substantially reduces the
unauthorized issuance of FSP benefits.

Owr study inciuded five project areas that have been identified to use On-Line
systems effectively. Exhibit IV-{ on the next page displays average monthly
perticipation data for each On-Line project area, and the type of issuance agent
employed to transfer benefits. Highlighted below are the major operating
similarities and differences found among the five project areas studied.

° Four of the five On-Line project areas are supported by a state-
operated computer system. In three of these project areas, benefit
transfer is performed by FSP agency staff. The fifth project area is
part of an FNS-sponsored demonstration project. The issuance system
supporting this project is both managed and operated by a contractor
who subcontracts with another vendor to deliver food stamp coupons.

] In three project areas, the On-Line system is supplemented by a
direct mail operation. In all three aress, coupon mailing is restricted
to either specified population groups (e.g., the elderly) or recipients
residing in geographically-remote locations.

The methods and practices used by these project areas to minimize system vulner-
abilities to lass are described in the first eight sections that follow. The
remaining three sections present data on reported benefit loss and administrative
costs of issuance, as well as a summary of On-Line system strengths and
weaknesses.

1. DELAYED PROCESSING OF HOUSEHOLD ELIGIBILITY DATA

Delayed processing of notification data results in a temporary lack of information
regarding the eligibility of a particular client for benefits. This can occur when
either data management or certification staff do not process household notifi-
cation data in a timely fashion. For example, an unprocessed change in household
income could result in either an over~ or under-issuance. Likewise, failure to
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.ON-LINE PROJECT AREA CHARACTERISTICS

. AVERAGE MONTHLY MUMBER/PERCENT

AVERAGR MONTHLY VALUE/PERCENT

PROGRAN OF PARTICIPATING JOUSEHOLDS OF JYSSUANCR
TYPE OF ISSUANCR AGENT

PROJECT AREA ADMINISTRATION

ON-LINE MAIL TOTAL ON-LINE MAIL TOTAL
tlayna County, State Adainistered 164,098 e 184,098 $19,373,667 -~ $19,373,667 Contractor - Othar
Hichigan State Operated (100%)
New York City, City Miministered 8,662 had 8,662 $ 639,94 - $ 619,914 ontractor - Pinanclal
low York Contractor Operated {100%) Agency
muval County, State Administered 18,99% 3,373 22,369 42,611,948 $120,274 $ 2,731,500 Government Aquncy
¥lorida State Operated (85%) (15s) (96\) (4%)
sernalillo County, State Administered 13,779 464 14,242 $ 1,763,599 $ 64,806 $ 1,828,405 Govermmont Agency
law flaxico State Oparated (97%) {3 (96%) (4v)
Nona Ana County, State AMdministered 2,561 1,382 3,949 $  344,79] $227,203 $§ 571,956 Govarnmant Mancy
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notify the system of a termination of food stamp benefits could result in an
unauthorized issuance. '

All the effective On-Line systems studied are responsive to FSP requirements for
prompt handling of notification data. Since these sites have computerized
eligibility files, they have developed automated procedures to control ‘and
expedite data processing. Four techniques appear to reduce vulnerability related
to delays in establishing or updating client authorization records. (NOTE: See
Chapter) V1, HIR Systems, for a discussion of techniques applicable to manual
systems).

° One-Day Turnaround Time—All of the On-Line project areas attempt
to process notification data within one day after receipt from the
certification unit. In all of the sample prolect areas, this is
facilitated by having data entry capability in or adjacent to
certification areass.

) Batch Control—All of the sample project areas employ a numbering
system to prevent documents from being lost and to monitor timely
completion of corrections and updates. Such systems automatically
assign a document number or date to each notification form. This
information assists project area staff in identifying where data are
stored and when the information was processed. Project areas that .
have centralized data entry use a clerical support unit to batch,
irspect, and verify notification transactions.

) Processing Deadlines—All the effective On-Line project areas
establish an end-of-month cutoff date for processing updates to the
authorization master file, thus ensuring that all required changes are
made before establishment of an on-line issuance record. Failure by
certification staff to adhere to these cutoff dates may result in
administrative errors that are subsequently reported as deficiencies
in a certification unit's performance rating.

° Master File Update Prioritization—Should a backlog of notification
input documents occur, data entry staff in all project areas are
instructed by their supervisors to process new cases and changes that
affect benefit levels first. This practice emsures that processing
dalays do not result in the overissuance or unauthorized issuance of
food stamp benefits.

2. INACCURATE OR INCOMPLETE PROCESSING OF HOUSEHOLD
ELIGBILITY DATA

The complex, high-volume data collection systems that support On-Line systems
are vulnerable to inaccurate and fraudulent input. All of the project aress visited
use a variety of computer edits and security procedures to control the access to
and content of household notification data:

. Specification Edits—AIl systems provide edit checks that prohibit the
entry of data that fall outside specified values. For example, a file
will not be updated if an input tramsaction does not contain a value
for "Family Income” or if the value is not numeric.
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° Logical Edits—All systems provide some form of logical checks of the
notification information entered. Most commonly, these systems
check to see that: : )

- Only one household record exists for a given social secunty
number

- Only one household record exists for a given address and
apartment

- A zip code is within project area boundaries

Project areas with the most sophisticated information systems have
developed logical edits that can

- Automatically place a mail issuance household on alternate
delivery if the client has reported a previous mail loss

- Reject a request for benefit authorization if the household has
not received pre-registration cleasrance. Such clearance
indicates that neither the head of househald nor household
members are currently participating in the Food Stamp
Program

- Identify data entry or certification errors by rejecting requests
for (1) more than one routine issuance per month, and (2) a
replacement allotment that, based on the master file record,
is not the same as the original amount authorized and issued

- Reject requests for more than two replacements within a six-
month period

° Automated Benefit Calculation/Verification—All computer systems
provide the capability either to compute household benefit amounts
automatically or to check the benefit allotment eomputed manually
by the certification worker. For all these project areas it is possible

automatically to update benefit amounts when eligibility criteria are
revised.

° Computer Access Controls—All systems have tuilt-in security
features that limit access to notification and authorization data to
selected personnel. For example, changes to the master file can be
made only by data entry personnel, each of whom is assigned a
password and operator number.

3. LOSS OR THEFT OF AUTHORIZATION DOCUMENTS

One of the most attractive features of On-Line systems is the elimination of
individual paper authorization documents that can be falsified or transacted
fraudulently. This feature substantially reduces the likelihood that clients,
employea, or third parties will defraug the system by attempting to obtain
benefits using stolen, counterfeit, or altered authorization documents.
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Additionally, system programming can automatxcally delete or place a hold on
authorization records that have expired or that require additional action by the -
certification worker.

Also, On-Line systems require that a master file entry exist prior to benefit
transfer. This feature, when combined with on-line reconciliation of benefits
issued to benefits authorized, minimizes the possibility of duplicate and
unmatched transactions. Instances in which unauthorized tramsactions can occur
are (1) when a client receives a replacement transaction card for an original card
that was reported lost, and before a hald can be placed on the ™ost" card, the
client or another individual uses the "last" card to receive unauthorized benefits,
and; (2) when delayed processing of household notification data results in an
overissuance or unauthorized issuance.

On-Line issuance systems have the capacity to deliver benefits within federally-
prescribed timeframes for routine and non-routine issuances without manual
authorization. -Tihree of the On-Line project areas have eliminated all manual
issuance authorizations. The other two project areas have a mechanism to accept
manually prepared authorizations that, when transacted, are entered into the
automated system. These authorizations are rare and require several layers of
approval befare they can be transacted.

Duplicate redemptions are prevented quite effectively in On-Line systems when
the computer is operating. System downtime during issuance hours can negate the -
On-Line system's strongest asset, however, unless effective back-up procedures
"are in place. In the systems studied, two methods are used ta avoid potential
lcsses during periods of system failure:

. The most reliable alternative is to activate a parallel computer

' system during periods of primary system downtime. This alternative,
used in one project area (the New York City demonstration system),
eliminates downtime but is expensive. It might not be a cost-
effective approach for mast project areas considering implementation
of an On-line issuance system.

° Another alternative is to close down issuance windows until the
system is again operational. This practice is followed by two project
areas. The other two sites employ this alternative only if dJowntime is
anticipated to be less than two hours. For periods greater than two
hours, these project areas issue authorization documents menually
from back-up, computer-printed issuance rosters. When the system
becomes operational, all manual issuances are entered before serving
additional clients.

° None of the project areas reported that excessive system downtime
;:ult.s in either unnecessary restriction of client access or duplicate
uance.
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4. CLIENT MISREPRESENTATION/FRAUD AT BENEFIT DELIVERY POINT

A plastic card containing an encoded magnetic strip is the most technologically
advanced method of client verification used among the five On-Line systems
visited. Upon presentation by the client, the identification card's encoded data
are read electronically to produce an on-line authorization record. Magnetic
cards are used in two of the five project areas. Procedures followed to ensure
that the individual presenting the card is the intended recipient include:

'Y Laminating the client's photograph onto the front of the identification
card

° Providing each recipient with both a food stamp identification card
and a plastic transaction card

Standard, non-photo identification cards are used in the remaining three project
areas. Authorization record access is obtained through entry of the recipient's
food stamp identification number (social security number). In all five project
areas, recipients must sign either a computer-printed authorization document or
an issuance register before benefits are transferred. Asin other over-the~-counter
issuance systems, an additional form of identification with the client's photograph
is requested if the signature does not match the client's food stamp ID card.

In fowr project areas, authorized representatives must be recorded in the client's -
master file record, which is displayed on the issuance screen. Authorized
representatives then must follow the signature comparison procedure outlined
above. :

Two of the project areas conduct an additional address verification check before
issuance. This check requires that individuals presenting identification cards for
benefit transfer identify their street address upon cashier request. Since the iden-
tification card does not contain the household address, this procedure potentially
protects against issuance of benefits to unauthorized individuals. It also alerts
issuance staff to a change in household address. Such changes are forwarded to
the clieflnt's certification worker, who is responsible for updating the household
master file. .

S. CASHIER ERROR RESULTING IN OVERISSUANCE

Overissuance can occwr as a result of cashier error in delivering coupons to
clients. It appears that a combination of redundant cashier practices combined
with an even client flow reduces overissuances. Four practices were reported to
be effective in this area:

® Doauble Counting—In all five project areas, coupon books are counted
twice prior to benefit transfer—first, when removed from working
inventory and second, when handed to the recipient. Additionally, the

client is requested to recount the coupon books before leaving the
issuance window.

° Pre-Benefit Transfer Coupon Book Separation—All five sites noted a
problem with the two and seven dollar coupon books. Because these
books are bound with glue, there is a tendency for them to stick
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together. An additional effort to separate book denominations prior
to issuance was reported to reduce overissuance of these coupon book -
denominations.

) Staggered Issmance—When issuance is concentrated during the first
two or three days of the month, cashiers must transfer a high volume
of benefits in a short time period. This high issuance volume appears
to result in cashiering errors. Staggered issuance, practiced in the
five On-Line project areas, permits an even client flow that is
reported to reduce cashiering errors.

. Caomputerized Highlighting Of Coupon Book Denominations—All the
systems highlight coupon book denominations visually at the time of
benefit transfer, which reportedly assists cashiers in obtaining the
correct books from inventory.

6. LOSS OR THEFT OF MAIL SSUANCE ALLOTMENTS

Three On-Line project areas use mail as a secondary method of benefit delivery.
Several practices were found to minimize lasses resulting from coupons reported
lost or stolen in the maijl. (NOTE: For a more detailed description of practices
designed to reduce mail lcss, refer to Chapter V, Direct Mail Systems).

) Certified Delivery—Two of the three project areas certify all-
allotments over $325. This limit is based on individual project area
experience with regerd to the occurrence of mail loss.

® Alternate Delivery Imposed For Replacement Issuance—Two project
areas require that clients receive replacement mail issuances at an
FSP certification office to ensure that the replacement is received
and to verify the accuracy of the client's address and reason for loss.

° Restriction Of Mail Issuance To Remote Project Area Locations—Two
sites limit mail issuance to locations that are located far enough away
from an issuance location to pose a hardship for the recipient

population.

® Signed Receipt Of Delivery—One of the project areas requires that
clients return signed receipts notifying the FSP office that the
issuance has been received by the client. If a signed receipt is not
returned within ten days of mailing, clients are eliminated from the
next month's mailing and are required to pick up coupons at a local
issuance site.

' Analysis Of Mail Loss And Returns—In all project areas, issuance
staff conduct routine analyses of reported mail losses, which are
reported in turn to the Postal Service for further investigation. Such
analyses, which are summarized on the FNS 259, result in the
identification of delivery areas that require special handling.

By conducting routine analyses of mail returns, project area staff can

begin also to identify patterns that may promote lcss. For example, a
project area that experiences a high rate of returned allotments
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should monitor such returns to pinpoint the reason for nondelivery.
Reasons include (1) failure by certification staff to submit timely -
notification updates, (2) delays in processing notification updates, and
(3) inadequate instructions to clients regarding the reporting of
address changes.

7. THEFT FROM COUPON STORAGE OR WOREKING INVENTORY

This vulnerability affects all project aress and issuance locations where coupons
are kept. In small, isolated project offices, this vulnerability may be compounded
by the fact that imsufficient on-site security is available for monitoring and
safeguarding coupon supplies. Practices found to prevent inventory theft in all
project areas are:

° Off-Site Bulk Storage—TIiree study sites maintain a three-to six-
month bulk supply of coupons. Because of inadequate on-site
security, the other two project areas requisition their monthly coupon
supply from a state-maintained and centralized bulk issuance site.

° Limited Access, Dual Verification—AIl project area issuance and
distribution sites follow FNS regulations and guidelines regarding the
distursement, receipt, transfer, and destruction of food coupons.
Inventory activities are carried out by at least two authorized staff
members who are responsible for verifying coupon shipments and -
inventory disbursements. Additionally, only a limited number of

- project area staff have access to coupon supplies—typically, the
project area administrator, issuance supervisor, and head cashier.

° Issuance Area Security—All project areas take added precautions to
ensure that coupon inventories are safeguarded against potential
over-the-counter theft. Typical practices include:

- Separating working inventories for each issuance cashier to
monitor the accuracy of individual cashiering activities

- Using on-site combination lock safes or locking inventory
drawers to safeguard daily and working coupon supplies

- Enclcsing and limiting access to cashiering cages to prevent
theft of coupons and authorization records

To reduce further the risks associated with maintaining on-site
coupon supplies, three project areas have added one ar both of the
following controls: :

- Installing a security alarm system that alerts a local contract
security agency or police to an attempted robbery or suspicious
disturbance, (including such devices as sound and motion detec-
tors located in coupon storage area; silent alarms located in
the cashier and receptionist areas) to signify both inventory
tampering and suspicious disturbances; vault and issuance area
sm&{eﬂ).lanee camerss; and time-delayed combination loek
vaults).
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- Assigning police or security guard escorts during the transfer
. of coupons between bulk storage and the issuance site '

° Vendor Secwrity—In both project areas with contracted issuance,
vendor agreements require all issuance agents to maintain adequate
records and internal controls that ensure proper coupon issuances -and
to maintain daily records of coupon books received, issued, and on
hand. Vendor records are subject to periodic audit by the USDA,
State FSP, or vendor.

8. DELAYED OR INCOMPLETE RECONCILIATION QF ISSUANCES

All five On-Line systems are capable of producing daily reconciliation reports that
compare documented {ssuance to authorized issuance, and that provide print-outs
for reconciling documented issuance to remaining inventory levels. These reports
facilitate the preparation of the required FNS 250 report, and they also provide
project area managers with detailed information on the performance of individual
cashiers and issuance gites.

9. BENEFIT LCSSES PER HOUSEHOLD AVERAGE $0.03 IN SINGLE ON-LINE
SYSTEMS; $0.06 IN MIXED ON-LINE/DIRECT MAIL SYSTEMS

Benefit loss among project aress using On-Line systems is based on data reported _
during the study period on the FNS 250, FNS 259, and FNS 256 reports. The
following indicators (displayed on Exhibit IV-2 and explamed in Chapter D) are used
fh this section to compare the loss experienced in the five On-Line project areas:

' Inventory Loss Per Household (FNS 250, Line 23, Value of Issuance
Difference divided by FNS 258, Number of Participating Households)

. ATP Lcss Per Household snd Transaction (FNS 46, Line 10, Value of
Unmatched ATPs Tramsacted divided by FNS 256, Number of
Participating Households and FNS 46, Line 8, Total ATPs Transscted)

e Mail Lass Per Household and Issuance (ENS 259, Column Te, Value of
Replacements divided by FNS 256, Number of Participating
Households and FNS 259, Column 7a, Number of Mail Issuances)

'3 ATP Replacement Rate (FNS 46, Line 9, Total Replacement ATPs
Transacted divided by FNS 486, Line 8, Total ATPs Transacted)

° Mail Issuance Replacement Rate (FNS 259, Column 7™, Number of
Replaeem)ents divided by FNS 259, Column 7a, Number of Mail
Issuances

° Total Loss Per Household (FNS 250, Line 23, Value of Issuance
Difference plus FNS 46, Line 10, Value of Unmatched ATPs
Tramsacted, plus, if applicable, FNS 259, Column T7e, Value of
Replacements divided by FNS 256, Number of Households)
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EXHIBIT IV-2

ON-LINE SYSTEM LOSS INDICATORS (AVERAGE MONTHLY
10SS PER HOUSEHOLD AND ISSUANCE)

. MAIL
INVENTORY MAIL TOTAL MAIL LOSS ISSUANCE

LOSS PER LOSS PER LOSS PER PER MAIL
PROJECT AREA HOUSEHOLD HOUSEHOLD HOUSEHOLD ISSUANCE REPﬁSﬁg?BNT
(DOLLARS) (DOLLARS) (DOLLARS) ' (DOLLARS) (PERCENT)

Wayne County N/A .03* N/A N/A

New York City ) N/A

Duval County .21

Bernalillo County .45

Dona Ana County

WEIGHTED AVERAGE

* $0.02 per household is attributable to losses resulting from duplicate on-line authorizations. (See Section
Nine for explanation.)

N/A: Not Applicable

NOTE: Per household loss indicators are computed by dividing the total amount reported in each loss category by
.the TOTAL number of participating households as reported on the project area‘'s FSN 256 report. For
project areas using mail issuance an additional indicator--loss per mail issuance--is used. This indica-
tor displays unit losses for only that portion of the project area's recipient population that receive
benefits through direct mail issuance. (See Chapter One for further explanation.)
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Individual less and replacement rates were calculated using total reported values
for the project area for the period April 1982 through March 1983. Column aver- -
ages were weighted by the total number of households or transactions processed
by each of the five project areas during the twelve-month study period.

The Average Monthly Inventory Loss Per Household Among the On-Line Project
Areas Inclidded In the Stidy is $0.02. Inventory lcsses are consistent across four of
the five project sreas. In all sites, loss was attributed to cashier error. On the
average, the five On-line project areas performed below the national inventory
1css per household of $0.05.

Data On Unmatched Issimnces Are Not Routinely Reported. On-Line systems are
not generally required to report data on unmatched issuances. However, one of
the project areas does keep information on the number of duplicate transactions.
Duplicate transactions in this On-Line system during each month of the study
period averaged $0.02 per household. This lcss occurs when a client reports a lost
transaction card and receives a replacement, and before the original card can be
voided, it is transacted by either the client or another individual.

Another project ares provided documentation corresponding to the study period
that revealed only one reported request for a replacement. This request was
investigated and the replacement subsequently denied.

Average Monthly Mail Lass in Mixed Systems (On-Line/Direct Mail) is $0.04 per
Household; $0.30 Per Mail Issusnce,® Nationally, the average loss per mail
issuance for the period April 1982 through March 1983 waes $0.75. Mail loss per
household (issuance) among the three mixed project areas ranges from $0.01
($0.21) to $0.16 ($0.50).

Mail Issuance Replacements Average 0.40 Percent of Total Issuance. Nationally,
the average monthly replacement rate was 0.59 percent. Among the three m1xed
project aress studied, this monthly rate ranges from 0.44 to 0.80 percent.

Based ‘on a comparison of study site and national performance measures, the
practices employed by the five On-Line project areas appear to be effective in
minimizing system wvulnerabilities to lcss. The table below presents a summary
comparison of performance measures discissed in this section.

* For comparison of lcss rates experienced in project areas using direct mail
as the primary method of benefit delivery to project areas using mail as an
alternate method, refer to Chapter V, Direct Mail Systems.
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EXHIBIT IV-3

ISSUANCE COSTS ON~LINE SYSTEMS
(AVERAGE MONTHLY COST PER HOUSEHOLD)

_COST ELEMENT (DOLLARS/HOUSEHOLD)

AUTOMATED OTHER
DATA mr “m!mg DIRECT
ROCESSING 5 COSTS

DIRECT
LABOR

Wayne County 0.34 © 1.08 N/A

New York City 2.02 2.25 R/A
Duval County N/A 0.11
Bernalillo County , N/A 0.01

Dona Ana County 0.21

N/A: Not Applicable ' .

» Data entry for the New York EPFT demonstration is accomplished by loading

a computer tape of eligible households from the central social services computer
systam to a separate EPFT computer. The cost for this operation is included in
the contractor's ADP fee. Hence, the direct labor cost for initial data entry
by FSP staff is not also included. In an cperaticnal system only the data entry
cost would be incurred.
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household cost almeast two-and-e-half times greater than the highest cost reported
among the other four project areas. Unlike the other On-Line project areas, New
York City (1) employs a contractor to manage and operate both a primary and
back-up computer system, and (2) pays over-the-counter issuance vendors a
transaction fee that is twice as much as that reported by any other study site.
Additionally, the computer system supporting the demonstration project area is
intended eventually to serve a significantly larger caseload than the current one.

11. EFFECTIVE ON-LINE PROJECT AREAS CONTROL DATA VALIDITY AND
HARDWARE RELIABILITY TO REDUCE VULNERABILITY TO LCSS

The major strength of an On-Line system is that it provides instant access to food
stamp master file data. Duplicate and unauthorized issuances can be virtually
eliminated through on-line inquiry and update capabilities, and benefit
reconciliation can be performed automatically.

On-Line systems are more vulnerable to loss resulting from master file errors
because of system reliance on the automated data base. Effective systems build
in a number of controls to assure master file validity:

° Notification processing delays are minimized by providing immediate
turnaround documents for certification worker review, establishing
processing deadlines for master file updates, and prioritizing data
entry on the basis of case type or change impact on benefit level :

® Inaccurate or imcomplete processing of household eligibility data is
reduced by installing system logic and specification edits. Benefit
calculation errors are controlled by providing automatic benefit
ealculation programs.

° Establishment of fraudulent authorization records can be prevented
by limiting access to master file data. .

Another potential for lcss in an On-Line system is unreliable hardware. Computer
breakdowrs can prevent data processing and inquiry functions from being com-
pleted. One project area controls for this vulnerability by operating two separate
computer mainframes simultaneously, thereby reducing the probability that a
hardware breakdown will affect ongoing operations. Other project areas have
instituted detailed back-up and recovery procedures to ensure that data and
processing time lasses are minimized in the event of hardware failure.
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V. DIRECT MAIL SYSTEMS -

The Direct Mail system is used to deliver about 26 percent of the benefits in-the
Food Stamp Program (See Appendix A). In this system, routine and non-routine

coupon allotments are mailed directly to the client from a centralized delivery

point. Coupon mailing is authorized via a computer-generated or manually

prepared list of eligible households. In most cases, neither the client's signature

nor identification is required to receive food stamps. The system generally
operates in areas without large urban centers. It is an attractive alternative in

project areas with widely dispersed client populations. Since client accessibility is

maximized, many states supplement other-issuance systems with Direct Vlail to

provide better service for elderly or disabled clients.

Our study included eight project areas that have been identified to use Direct Mail
systems effectively. Exhibit V-1 on the next page displays average monthly
participation data for each Direct Mail project area, and the type"of,issuance
agent employed to transfer benefits. Highlighted below are the major operating

similarities and differences found among the eight Direct Mail project areas
studied.

¢ All of the Direct Mail project ereas issue benefits from computer-"
generated authorization listings. -

° In three project areas, direct mail issuance is provided by centralized,
state-operated issuance units, one of which uses an automated coupon
stuffing machine. —-

° Two project aress contract with an out-of-state vendor to process
direct mail issuances. A third project area contracts with another
govemment agency to prepare and distritute mail lsuances, and to
deliver overthe-eomte: benefits.

° Tiree project areas use secondary over-the-counter systems to
supplement their direct mail operation. These secondary systems -
include: vendor direct delivery of ATP cards; regular ATP card
issuance; and on-line issuance.- The remaining project areas use an
alternate dellvery mechanism, such as certified mail or mandatory
certification office pick-up, to deliver benefis to clients reporting
repeated mail losses.

The methods end practices used by Direct Mail project areas to minimize system
vulnerability to loss are described in the sectiors that follow., The remaining

three sections present data on reported benefit 1css and administrative costs of -
issuance, as well as a summary of Direct Mail system strengths and weaknesses. -

1. DELAYEDPROCESSING OF HOUSEEOLD ELIGIBILITY DATA

Delayed processing of notification data results in a temporary lack of information
regarding the eligibility of a particular client for benefits. In certain situations -
this may result in unauthorized issuance to the client. Unauthorized issuance can
occur when either certification or data management staff fail to update the

V-1
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EXHIBIT V-1

DIRECT MAIL PROJECT AREA

m

CHARACTERISTICS

— PR
AVERAGE MONTHLY NUMBER/PEACENT AVERAGE MONTILY VALUR/PEACENY
PROJECT ABEA PROGRAN OF PARTICIPATING HOUSRMOLDS OF ISSUANCE TYPR OF ISSUANCE AGENT
AowIMISTRATION o S
MARL 0TAL MATL o TOTAL
COUNTER COUNTER
Msgusta County, state Malajsterad 1,064 1,804 s 195,140 s 195,140 Coatractogs - Other
virqinia Cicy And County 1100s) 43004}
Operated
shawnes County, State Adainiuterad 1Y 4,004 s 310,78 9 510,768 | Government Agancy
Kanuus Stata Opacated 1100%) {1000)
Outagamia County, State Administered 2,190 2,190 § 395,445 $ 195,445 Govarnment Aquncy
thsconsin County Operated {1008) {3004)
Kunmubac County, State Admainistered $,54) $,5412 $ 630,444 $ olo,dl6 Governmint Aguncy
Ninae State Oparated 1100%) {1004)
turcjcopa County, state Misinistared 33,242 3,252 $3,131,916 $5,131,916 Governmunt Agency
Arizuna State Oparated (1000}
Mmla Coumty, I1daho State AMainisterad 4,100 300 4,400 $ 507,661 § 15,328 $ 42,968 Coatractor-other
Stata Opecated 1) n) 1934} (1)
Elmore County, State Mainisterad 1,492 2 1,729 $ 172,690 ¢ 42,%0 $ 215,230 Government Aguicy
Mahama County Operated {074) [131Y] : 824} [11 1Y)
San Joaquia County, | State Adelnistaered 82,798 3,657 15,458 $ 801,27 $450,50% $1,332,37% Contractar - (Miws
California County Operated (83 (23] 1Y) [[11Y] (348)
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client's master file record in a timely fashion. For example, an unprocessed
change in household income could result in either over- or under-issuance.
Likewise, failure to notify the system of a termination of food stamp benefits
could result in an unauthorized issuance.

Al the effective Direct Mail systems studied are responsive to FSP requirements
for prompt handling of notification data. Since these sites have computerized
eligibility files, they have developed automated procedures to control and
expedite data processing. Four techniques appear to reduce vulnerability related
to delays in establishing or updating client authorization records. (NOTE: For a
discussion of techmiques applicable to manual systems, refer to Chapter VI,
Household Issuance Record Systems.)

° One-Day Twnaround Time—Mast of the Direct Mail project areas
attempt to process notification data within one day after receipt
from the certification unit. In all but one of the sample project
aress, this is facilitated by having data entry capability in or adjacent
to the certification areas. -

° Batch Control—All of the sample project areas employ a numbering
system to .prevent documents from being last and to monitor timely
completion of corrections and updates. Such systems automatically -
assign a document number or date to each notification form. This
information assists project area staff in identifying where data are -
stored and when the information was processed. Additionally, project
areas that have centralized data entry use a clerical support unit to
batch, inspect, and verify notification transactions.

) Processing Deadlines—A]ll the effective Direct Mail project areas es-
tablish an end-of-month cutoff date for processing updates to the
authorization master file, thus ersuring that all required changes are
made prior to printing mail issuance eligibility rosters. Failure by
certification staff to adhere to these cutoff dates may result in
administrative errors that are subsequently reported as deficiencies in
a certification unit's performance rating. Project areas also provide a
procedure for locating and "pulling" individual allotments that need
updating after the cutoff date but prior to the monthly mailing.
Typically, this involves a certification worker notifying issuance staff
in writing that a client's mail benefits be (1) held pending further
instructions, (2) diverted to a local office for client pick-up, (3)
mailed to a different address, or (4) voided due to a change in client
circumstances.

To minimize processing delays, ocne state-operated project area uses a
vendor to provide back-up data entry services. Typically, the vendor
is able to process data within one day of receipt.

. Setting Priorities For Master Fie Updates—Should a backlog of
notification input documents occur, data entry staff in all project
areas are instructed by their supervisors to process new cases and
changes that affect benefit leveis first. This practice ensures that
;rowsmg delays do not result in the overissuance or unauthorized
issuance of food stamp benefits.

V-2
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2. INACCURATE OR INCOMPLETE PROCESSING OF HOUSEHOLD
ELIGIBILITY DATA

The complex, high-wolume data collection systems that support Direct Mail
systems are vulnerable to inaccurate and fraudulent input. All of the project
aress visited use a variety of computer edits and security procedures to control
the access to and content of household notification data.

° Specification Edits—A]ll systems provide edit checks that prohibit the
entry of data that fall outside specified values. For example, a value.
will not be updated if an input transaction does not contain a value
for "Family Income™ or if the value is not numeric.

° Logical Edits—A1ll systems provide some form of logical checks of the
notifieation information entered. Most commonly, these sytems

check to see that:
- Only one household record exists for a given social security
_number
.- Only one household record exists for a given address and
apartment ;
- A zip code is within project area boundaries

Project areas with the most sophisticated information systems have
developed logical edits that can

- Automatically place a household on alternate delivery if the
client resides in a high-risk zip code location, or if the client
has reported a previous mail loss.

- Reject a request for benefit authorization if the household has
not received pre-registration clearance. Such clearance
indicates that neither the head of household nor household
members are currently participating in the Food Stamp
Program.

- Identify data entry or certification errors by rejecting requests
for (1) more than one routine issuance per month, and (2) a
replacement allotment that, based on the master file record, is
not the same as the original amount authorized and issued..

- Reject requests for more than two replacements within a six-
month period.

o Automated Benefit Calculation/Verification—AIl computer systems
provide the capability either to compute household benefit amounts
automatically or to check the benefit allotment computed manually
by the certification worker. Several systems support automatic up-
date of benefit amounts when eligibility criteria are revised.
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° Computer Access Controls—All systems have built-in security fea- -
tures that limit access to notification and authorization data to
selected personnel. For example, changes to the master file can be
made only by data entry personnel, each of whom is assigned a pass-
word and operator num ber.

3. LOSS OR THEFT OF AUTHORIZATION DOCUMENTS

In a Direct Mail system, this vulnerability is minimized by the methods used to
prepare and distribute authorization documents and to issue benefits. All of the
project areas visited issue coupons from a computerized listing of eligible
households that is accompanied by pre-printed envelopes, address labels, or
mailing inserts. These documents are generated on a daily and monthly basis and
contain all relevant data required to prepare coupon allotments, including
allotment amount, coupon book denominations, postage type, and postage
weight/amaunt.

Once received by the issuance office, issuance documents are difficult to falsify
or alter by issuance staff. To ensure that authorization records are not tampered
with at the point of issuance, however, all sites follow similar procedures to safe-
guard and verify issuance documentation.

. Verification Of Eligibility Listings—Before issuing benefits, staff in’
all project areas receive a print-out of authorized issuances. This
print-out, based on information contained .in the food stamp master
file, is updated (1) nightly to produce a listing of clients eligible to
receive daily benefits (e.g., expedited, supplemental, retroactive), and
(2) monthly to produce a listing of routine eligibles. Listings dnd
accompanying mailing devices are verified by issuance staff prior to
coupon stuffing. Discrepancies between the listings and the mailing
documents are noted on the computer listing and reported to either
the data processing center or certification office staff.

® Manual, H&)—Rwﬂne Issuances—In one project area, manual
authorizations are used to process expedited benefits. Three contrals

are used to safeguard against the establishment of false or inaccurate
authorization documents:

- Manual Issuence Control Ledger—All manual issuance authori-
zation documents (e.g., ATPs) generated by the certification
unit are recorded on a standardized form that contains client
and certification worker identifying information. Authori-
zation documents are kept in a safe, with access limited to the
certification unit supervisor and one unit clerk.

- Supervisory Approval—Manually prepered authorization docu-
ments require the signature of both the certification worker
and his/her supervisor.

- lssuance Unit Verification—The certification unit supervisor is
required to notify the issusnce unit by telephone that a request
for expedited benefits is being prepared. During this phone
call, issuance staff record the request on an expedited issuance
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register that contains client identifying information (e.g., case
number, name, address) and the allotment amount. Upon
receipt, the written request is compered to the issuance
register. Any discrepancies are resolved through a telephone
call to the certification unit clerk responsible for preparation
of the authorization request.

4. CLIENT MISREP RESENTATION/FRAUD AT BENEFIT DELIVERY PCQINT

In Direct Mail systems there is no requirement for clients to show identification
before benefit delivery., However, when coupons are delivered via certified mail,
clients who miss the delivery must go to the local post office to receive their
allotment. Depending on post office practice, the postal clerk may require a valid
food stamp identification card before the client signs for the certified delivery.

5. CASHIER ERROR RESULTING IN OVERISSUANCE

It appears that either redundant cashier practices or automated benefit prep-
aration combined with an evenly planned issuance cycle reduces both overissuance
and missed delivery deadlines. Three practices were observed and reported to
reduce cashiering errors resulting in overissuance: .

. Manual Production Using Dul Verifieation Procedures—In project
areas using issuance staff to stuff and seal coupon allotments manu~
ally, it appears that a team approach to verification and preparation
reduces errors resulting in overissuance. This approach typically re-
quires that one person stuff a coupon allotment while another indi-
vidual verifies the allotment amount. In one project ares, a second
verification is conducted at the end of each issuance line (i.e., batch
of 100 issuances). This verification compares batch totals against
remaining inventory to determine if over- or wunder-issuance has
cceurred. Any discrepancies found require the rechecking of each
envelope until the error is faund.

° Automated Production Verification—In one automated system, verifi-
cation is conducted automatically at the end of each machine run
of issuance control cards. Based on a batch control card, a readout of
the number of coupon books issued is displayed on a digital machine
counter as well as on the batch control card. At the end of each run,
remaining inventory is removed from the stuffing machine and
counted. Any discrepancies found require the manual opening and
counting of all prepared allotments until the error is found.

° Staggered Issmance—All project areas in the study follow a staggered
issuance cycle based on the last digit of a client's case number, date
of birth, or other sort method. Typically, monthly issuance is
staggered over a 10-to 15-day period with non-routine issuance occur-
ring daily. Two of the project areas utilize pre-stuffing to spread the
workload evenly throughout the month. Pre-stuffing is reported to
maintain staffing at a fairly constant level throughout the month, to
ensure timely benefit delivery, and to reduce cashiering errors that
can occur when deadlines are missed.
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- Manual Pre-Stuffing—One of the project areas reviews monthly -
issuance listings to arrive at routinely issued benefit allotment
amounts. During slack periods, envelopes are pre-stuffed with
standard allotments into plain envelopes and stored in the vault
until required for issuance.

- Automsated Pre-Stuffing—In one automated system, eligible
households are pre-selected during the first week of each
benefit month. This pre-selection (for the fallowing month)
ersures that workload of both issuance staff and the stuffing
machine is distributed evenly. A final selection is performed
at the end of the month to identify cases that require pulling
(i.e., client moved, recertification demed) or adding to the pre-
selection run.

6. LOCSS OR THEFT OF MAIL ISSUANCE ALLOTMENTS

The greatest vulnerability in a Direct Mail system is, quite obviously, the mailing
of coupons. No matter how well a system protects against lcss, there are too
many external vulnerabilities that prohibit loss from being totally eliminated. The
procedures described below, which include precautions taken to ensure both safe
delivery to the Postal Service and client receipt, can be effective in reducing loss
due to replacement issuances. (NOTE: Refer to either Chapter II (ATP Systems),
Chapter II (Direct Delivery Systems), Chapter IV (On-Line Systems), or Chapter
V1 (HIR Systems), for a description of practices used to control less in project
areas using mail as a secondary method of benefit delivery).

® Mail Security—A variety of mail Secmity practices were found to be
effective in ensuring safe delivery of pail allotments from the FSP
agency to the past office.

- Pre-sorted And Sealed First Class Mail—There are two advan-
tages to pre-sorting mail by zip code. The first is that mailing
costs are reduced by approximately $0.03 per issuance. The
second, and more important, is that pre-sorted mail reduces
the number of times an envelope is handled after it leaves the
FSP agency. By sealing pre-sorted envelopes in locked mail
pouches or banded trays, another layer of security is imposed—
the contents of the bags are concealed as they travel through a
central processing hub, thus thwarting internal post office
theft. The majority of project areas use this practice to mail
monthly routine issuances that do not require special handling
(e.g., certified delivery or alternate over-the-counter
delivery).

- Coupon Delivery To The Past Office—Al of the study sites use
one of the practices described below to prevent potential loss
or theft of coupons while enroute to the post office.

o Develop an agreement with the local police department

or in-house security staff to provide an escort to the
post office on a regular basis
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- Contract with an armored car service to pick up and -
deliver envelopes to the Postal Service '

v Require at least two FSP employees to deliver en-
velopes to the post office, stagger delivery times, and
designate alternate delivery routes if a security escort
or armored car service is not feasible

All three practices require the use of a delivery receipt that
must be signed and dated by the receiving Postal Service
employee. This receipt acknowledges that a shipment of food
stamp envelopes with a certain value were delivered to the
Postal Service on a given date. In the event that an entire or
partial shipment of envelopes is reported last, this receipt is
used by the FSP agency and the Pastal Inspector's office to
initiate investigative action.

Certified Mail—Seven of the project areas use certified mail to

deliver benefits to eligible households. This method of delivery

is used typically to mail (1) replacement benefits, (2)

allotments in excess of a project area specified amount, (3)

benefits to high risk locations or at-risk populations, and (4).
benefits to clients who report repeated loss of mail issuances.

- There are two types of certified mail delivery available: (1)
certified, addressee signatwe reaquired, and (2) certified,
accepting individual signature required. In addition, the
sending agency may require that return receipts be either
returned to the FSP agency or held by the Postal Service. The
least costly combination of certified delivery methods is to
- certify the recipient's address and request a receipt only when
non-delivery is reported. In all project areas visited, this was
the most frequently used method of certified delivery.
Certified delivery does not always gusrantee, however, that
the intended recipients receive their allotments. Practices
followed by project aresas to reduce certified mail loss include:

- Postal Service Verification—AIl project areas using
certified mail prepare such mailings separately from
first-class envelopes and require that a Pastal Service
employee sign a verification form attesting to the
receipt of all certified mail.

In one project area, the following procedures were
initiated by local postal officials to reduce certified
mail lossess One, a postal service verification clerk
veriveflioe certified mail shipments by compering each
en to an FSP agenc lied computer listing of
certifigg mail. Twog,enthy:ue%gelopes a[z,'e sorted gand
counted by zip code and placed in sealed pouches. This
step is performed in a secured section of the post office
* and is monitored by a Postal Service supervisor. Three,
sealed bags are delivered directly to the appropriate
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postal station. Upon receipt, the postal station prepares -
a report on the number of certified pieces received.
This report is forwarded daily to the central processing
unit postmaster and the postal inspector.

v Postal Response Time For Certified Mail Searches—In
the project aress requesting copies of certified mai
receipts, problems were reported in receiving timely
response {rom the Postal Service.

In one project area a study was conducted that eval-
uated Postal Service response time. It was found that
local post offices were sending photocopies of signed
receipts or reports of "no record” up to 60 days after
the postal search was requested. A letter describing
these results prompted an immediate reduction in the
time required to conduct postal searches. As a result,
the FSP agency has been able to deny, on a monthly
basis, replacement requests amounting to over
$30,000. Currently, this agency is receiving signed
receipts within five or six days after the initial
request. In addition, the FSP agency monitors each mail
search and reports monthly to the post offices regarding”
their response time and the number of requests for
which "no record" weas found. The report has been
instrumental in improving response time and assisting
postmasters in identifying internal problems sssociated
with search requests.

- Registered Mail—Registered mail, which is placed in a sealed
pouch upon receipt by the Pcstal Service, is routed through a
special handling unit staffed by designated postal clerks. Each
time a registered piece is handled, an entry is made on a mail
control log. These handling practices ensure the safe delivery
of registered mail by providing a secure processing
environment and a well-documented audit trail. Registered
mail, which costs approximately twice as much as certified
mail, is used by one project area to mail allotments with a
value of more than $500.

Benefit Transfer Security—In addition to secwring the delivery of
coupons through cooperative efforts of the Pcstal Service, other
avenues are available to ensure that benefits are delivered to
clients. These include:

- Increase Accuracy Of Mailing By Verifying Addresses Provided
By Clients—A major vulnerability in mail issuance is the pro-
cessing of allotments that contain wrong mailing information,
particularly inaccurate zip codes. Practices found to increase
the accuracy of mailing addresses include: (1) computer edits
that reject cases with out-of-area zip codes, (2) a manual
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review of out-of-sequence zip codes, snd (3) the requirement
that clients provide certification workers with proof of address
prior to preparation of notification documents.

Alternate Delivery Imposed After One Reported Mail Lass—
FNS regulations require that FSP agencies place mail issuance
clients on an alternate method of delivery after two reported
losses within a six-month period. To minimize the risk of
multiple mail issuance replacements, all project areas require
that clients reporting one mail loss be placed either on over-
the-counter or certified mail delivery for the remainder of the
client's certification period or until the certification worker
determines that the threat of lcss hes been eliminated.

Mail Issuance Interview—In two of the project sreas, certifi-
cation workers are responsible for interviewing all clients re-
questing mail issuance regarding the security of their mail-
boxes. During this interview, clients are asked questions re-
garding the number of individuals who have access to the mail-
box, the security of the mailbox if it is located in a public area
(i.e., apartment tuilding lobby), and the incidence of previous
mail losses. If the certification worker believes there is a
potential for mail lass, the client is placed on alternate or’
over-the-counter issuance until the threat of loss is reduced or
eliminated. T

Analysis Of Msail Lass And Returns—In all project areass,
issuance staff conduct aggressive analyses of reported mail
loss, which can result in the identification of delivery areas
that require special handling (e.g., certified mail or alternate
over-the~-counter delivery). Such analyses include (1) sorting
losses by district or street address within zip code to identify
high-risk locations (e.g., public housing units, high crime
areas); (2) plotting lcsses by caseload characteristics to
identify at-risk populations (e.g., elderly, handicapped, and
single, employed heads of households); and (3) monitoring loss
patterns that may require Postal Inspector intervention (e.g.,
concentrated losses by carrier route or Postal Service
distribution point).

By conducting routine analyses of mail returns, project area
staff can begin to identify patterns that may promote loss.
For example, & project area that experiences a high rate of
returned allotments should monitor such returns to pinpoint the
reason for nondelivery. Resasons may include (1) failure by
certification staff to submit timely notification updates, (2)
delays in processing notification updates, or (3) inadequate
ir:gueﬂom to clients regarding the reporting of changes in
address.

Coordinating Clasely With Pastal Officials—All eight project

areas reported a good working relationship with local Postal
Service officials. Open communication between the project
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area and the Pastal Service can assist in identifying areas that .
could result in coupon loss or theft prior to delivery.

If a project area experiences problems in dealing with local
postal officials, then problems or issues, which are supported
by strong documentation, should be reported directly to either
a Postal Service regional manager or inspector. For example,
one project area reported initial postal service resistance to
processing large, daily volumes of certified mail. When FSP
agency staff had exhausted all local Postal Service avenues,
they contacted the Postal Service regional manager. The FSP
agency presented this individual with documentation showing
the mail losses that had occurred as a result of restrictions
imposed by local postal officials. Eventually, the issue was
resolved to the satisfaction of both parties.

7. THEFT FROM COUPON STORAGE OR WORKING INVENTORY

This vulnerability affects all project aress and issuance locations where coupons
are kept. In small, isolated project offices, this may be compounded by the fact
that irsufficient on-site security is available for monitoring and safeguarding
coupon supplies. Practices found to prevent inventory theft in all project areas
are: ' -

° Limited Access, Dual Verification—All project area issuance and
distribution sites follow FNS regulations and guidelines regarding the
disbursement, receipt, transfer, and destruction of food coupons.
Inventory activities are carried out by at least two authorized staff
members who sare responsible for verifying coupon shipments and
inventory disbursements. Additionally, only a limited number of
project area staff have access to coupon supplies—typically, the
project area administrator, issuance supervisor, and head cashier.

° Issuance Area Security—All government-operated project areas take
added precautions to ensure that working inventories are safeguarded
against potential theft. Such practices include:

- Separating working inventories for each mail issuance cashier
to identify internal theft and to monitor the accuracy of indi-
vidual cashiering activities

-  Using on-site combination lock safes or locking inventory
drawers to safeguard daily and working coupon supplies

- Limiting access to mail issuance area to prevent theft of
coupons and authorization documents

To further reduce the risks associated with maintaining on-site

coupon supplies, several of the project areas serving large caseloads

have added one or more of the following controis:

- Installing a security alarm system that alerts a local contract
security agency or police to an attempted robbery or suspicious
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disturbance (including such devices as sound and motion
detectors located in coupon storage area, silent alarms to
signify both inventory tampering and suspicious disturbances,
vault and issuance area surveillance cameras, and ume—delayed
combination lock vaults).

- Stationing security guards in mail issuance aress during heavy
periods of issuance activity

- Assigning police or security guard escorts during the transrer
of coupons from the issuance site to the post office

° Vendor Security—In the tiree project areas with private vendors, con-
tract sgreements require all issuance agents to maintain adequate
records and internal controls that ensure proper coupon issuances and
to maintain daily records of coupon books received, issued, and on-
hand. Issuance records are subject to periodic audit by the USDA,
State FSP, or vendor. =

8. DELAYED OR INCOMPLETE RECONCILIATION OF SSUANCES

No unique procedures directed specifically to this vulnerability were observed in .
the project areas visited. All project areas follow FNS guidelines regarding daily,
monthly, and quarterly reconciliation and reporting requirements.

9. BENEFIT LOSSES PER HOUSEHOLD AVERAGE $0.64 FOR DIRECT MAIL
SYSTEMS ‘

Benefit lcss comparison among project areas using Direct Mail systems is based on
data reported during the study period on the FNS 250, FNS 253, and FNS 256
reports. The following indicators (displayed on Exhibit II-2 and explained in
Chapter ) are used in this section to compare the loss experienced in the eight
Direct Mail project areas:

° Inventory Lass Per Household (FNS 250, Line 23, Value of Issuance
Difference divided by FNS 256, Number of Participating Households)

° Mail Lass Per Houseliold and Issuance (FNS 259, Column 7e, Value of
Replacements divided by FNS 256, Numbe- of Participating
Households and FNS 259, Column 7e, Number of Mail Issuances)

° Mail Issuance Replacement Rate (FNS 259, Column 7b, Number of
Replacements divided by FNS 259, Column 7a, Number - of Mail
Issuances)

° Total Lass Per Household (FNS 250, Line 23, Value of Issuance
Difference plus FNS 2§98, Column 7e, Value of replacements divided
by FNS 256, Number of Households)

Individual 1ss and replacement rates were calculated using total reported values
for the project area for the period April 1982 through March 1983. Column
averages were weighted by the total number of households or transactions

propo?ed by each of the eight project areas during the twelve-month study
period.
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EXHIBIT V-2

DIRECT MAIL SYSTEM LOSS INDICATORS

PROJECT AREA

INVENTORY
LOSS PER
HOUSEHOLD
(DOLLARS)

(AVERAGE MONTHLY LOSS PER HOUSEHOLD AND ISSUANCE)

MAIL
LOSS PER
HOUSEHOLD
(DOLLARS)

TOTAL
LOSS PER
HOUSEHOLD
(DOLLARS)

MAIL LOSS
PER MAIL
ISSUANCE
(DOLLARS)

MAIL
ISSUANCE
REPLACEMENT
RATE
(PERCENT)

NOTE:

Augusta County
Shawnee County
Ooutagamie County
Kennebec County
Maricopa County
Ada County
Flmore County

San Joaquin County

WEIGHTED AVERAGE

0.38
0.59
0.28
0.41
0.46
0.65

1.50
0.45

Per household loss indicators are computed by dividing the total amount reported in each loss category
by the TOTAL number of participating households as reported on the project area's FNS 256 report. For

Direct Mall project areas an additional indicator--loss per mail issuance--is used.

This indicator

displays unit losses for only that portion of the project area's recipient population that receives

benefits through direct mail issuance.

(See Chapter One for further explaration.)
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The Average Monthly Inventory Lass Per Household Among Direct Mail Systems Is -
Less Than $0.01—In all but one project area, this lcss is attributed to cashier
error. The largest lass per household was $0.08; however, 90 percent of this lcss
was a result of unrecovered duplicate issuances that occurred during a three-
month transition from project area to contractor issuance. )

Average Monthly Mail Less in Direct Mail Systems is $0.64 Per Household; 0.61
Per Mail Issuance-Mail 1css per household ranges from a low of $0.23 to a high of
$1.89. Nationally, the mail lcss per issuance was $0.75. The highest lcss is a
result of theft by a Postal Service employee. Subsequent to the theft, the project
area installed pre-sorted and sealed delivery of all mail issuances to the post
office. Loss per household dropped to $0.32 after this practice was implemented.

As discussed in eearlier sections, there are a number of practices that appear to be
effective in reducing losses due to mail replacements. Some of these are:
requiring that clients submit proof of residence; interviewing clients about mail-
box security; performing automated edit checks of address flelds and zip codes
during the notification process; securing shipments enroute to the Postal Service;
and instituting alternate delivery after one reported mail loss. Additionally, ail
the sites visited conducted detailed analyses of where lass was occurring. These
analyses can target at-risk populations or high-risk locations so that restrictive
practices can be designed to reduce the risks associated with the direct mailing of
coupons., .

Mail Issuance Replacements Average 0.53 percent of Total Issmances. Nationally,
the average replacement rate was 0.59 percent. Replacement rates among the
sites studied range from a low of 0.32 percent to the high of 1.50 percent. As
above, the highest replacement rate occurred in the project area experiencing a
major postal theft and was the result of unsecured envelopes pessing through a
central Postal Service processing hub. - .

. In general, replacement rates tend to be clcsely correlated with loss rates.
However, if a project area experiences a replacement rate that is less than its loss
rate, it may be because the average value of a replacement is less than the
average value of an original issuance. Conversely, if the replacement rate is
greater than the lcss rate, it may be because the average replacement is less than
the average original issuance. In the first case (replacement rate less than loss
rate) the project area may be replacing a large number of combined issuances
(Le., original allotment plus a supplement). In the second case (replacement rate
greater than loss rate), the project area may be replacing a greater proportion of
non-routine issuances, or issuances for households receiving supplemental
income. In either case, a large variance indicates the need for mail lcss analysis
to identify (1) why the variance is occurring, and (2) if corrective action should be
taken. For example, supplemental income households are, for the mast part,
comprised of the elderly or the handicapped. Targeting these groups for alternate
delivery (e.g., certified mail) may have an effect on both mail lcsses and the
associated replacement rate.

V-12
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Project Areas Supplementing Their Direct Mail Operation With A Secondary
Issmance System Reported Zero Lasses Resulting From Secondary System
Issuance. None of the three project arees operating a secondary issuance system
to supplement their direct mail operation reported lcsses resulting from secondary
system authorization and benefit transfer. The alternate system types used by
these project areas include two ATP sytems and one On-Line System.

] > t ] L »

Based on a comparison of study site and national performance measures, the
practices employed by the eight Direct Mail project areas appear to be effective
in minimizing system wulnerabilities to lcss. The table below presents a summary
comparison of performance measures discussed in this section. Additionally, this
table presents mail 1css measures for 15 project areas included in this study that
use mail as an alternate method of benefit delivery. On the average, these study
sites experienced a significantly lower lcss per issuance. This is attributed to the
ability of these sites to both target mail issuance to specified population groups
and transfer clients to an over-the-counter delivery system should the client
report repeated mail loss.

Perfarmance Messures

Average Average
(Direct Mail (Mixed System National
Perfarmance Indicators Sites) - Sites) Average
Inventory Loss Per Household , $0.01 $0.01 : $0.05
[
Mail Less Per Mail Issuance o $0.61 $0.23 $0.75
Mail Issuance Replacement Rate 0.53% 0.19% 0.59%

10. ISSUANCE-RELATED COSTS AVERAGE $1.54 PER HOUSEHOLD FOR
DIRECT MAIL PROJECT AREAS

Exhibit V-3 on the next page ;rsénts the per household monthly co;ts of issuance
for the project aress by major cost elements. These averages were calculated

from site-reported cost and participation data for the period April 1982 to March
1983.

. Project Areas Categorical and Total Casts Per Household were cal-
culated by dividing the cost in each category reported by a project
area by the number of participating households as reported on the
PNS 256, Monthly Project Area Participation and Coupon Issuance
Report.

° Weighted Average Mcnth}y Issuance Cast Per Household was cal-

culated as the sum of .prohect area total costs divided by the sum of
project area participating households as reported on the FNS 256.
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EXHIBIT V-3

ISSUANCE COSTS DIRECT MAIL SYSTEMS
(AVERAGE MONTHLY COST PER HOUSEHOLD)

COST ELEMENT (DOLLARS/EOUSEHOLD)

AUTOMATED ONTRE OTHER
DATA CcT DIRECT

PROCESSING| ISSUANCE | . cne

Augusta County N/A 0.59 0.16
Shawnee County 0.27 N/A
Outagamie County R/A
Kennebec County N/A
Maricopa County N/A
Ada County . 0.51
Elmore County : N/A

San Joaquin ‘ 0.50

N/A: Not Applicable
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The study objective with respect to administrative costs was to estimate and
compare total issuance costs across project areas. To meet this objective, the
individual costs of perfarming issuance-related activities were sorted into a
standard set of issuance system resource requirements. This set includes (1) the
salaries and fringe benefits paid to FSP agency personnel who supervise, perform,
or monitor one or more issuance functions; (2) the automated data processing
costs associated with the processing of food stamp master file data; (3) the fees
paid to contract issuance agents; and (4) the miscellaneous direct costs required to
support issuance activity, such as postage to mail coupons or authorization
documents, and fees paid to tramsport or secure food stamp coupons.

When the costs of these resource requirements are added, their sum represents a
reasonable estimate of the costs required to operate a project area's issuance
system. However, since the mix of resources varies between project areas, it is
not possible to develop "pure" estimates or averages for individual cost
categories. For example, in some project areas security guard coverage is
included as a direct labor cost because FSP staff are assigned to monitor issuance
activities. In other project areas this cost is reported as an "other direct”
(miscellaneous) cost because coverage is provided by a contract security agency.

The Average Monthly Cast Per Houselhold Among Project Areas is $1.64, With
Project ‘Area Total Costs Ranging From $0.91 to $2.67. Mejor explanations for -
variability in total costs are:

° FSP Agency Respomsibility for Isssmnce Functions—On the average,
issuance costs are lower in project aregs that are operated by a state-
operated issuance unit; higher in project sreas that operate their own
direct mail issuance operation. Among the four state-operated pro-
ject areas, the average cost per household was $1.48. The four
locally-operated direct mail operations averaged $1.87 per househald.
This economy of scale occurs because state FSP agencies have the
ability to spread relatively fixed costs, such as supervisory staff
direct labor and automated data processing, over a larger bese.

° Caontracted Benefit Delivery—On the average, issuance costs are
higher in project areas that employ contract vendors to deliver food
coupons; lower in project areas that have FSP agency-operated direct
mail units. Among the three project areas that contracted with an
issuance vendor, the average cost per household was $1.91. The six
sites operated by FSP agencies averaged $1.47 per household. Con-
tract issuance costs include overhead and profit components that are
not included for FSP-operated systems. Without any adjustments to
the data, total issuance costs will be biased in the direction of higher

gosty for proiect aress with vendor-onerated direet mail deliverv. _
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11. EFFECTIVE DIRECT MAIL PROJECT AREAS CONTROL FOR MAILING
ADDRESS ACCURACY AND ASSURED BENEFIT DELIVERY TO REDUCE
VULNERABLITY TO LCSS

The major strength of a Direct Mail system is that it maximizes client access to
food stamp benefits by removing geographic barriers to benefit transfer. Project
areas that issue direct mail benefits to all clients are characterized by a widely
dispersed client population, while those that employ direct mail for certain
portions of their client population usually restrict mail delivery to specific client
groups, most often the aged and the handicapped. s

The inherent trade-off for increassed client access to benefits through direct mail
delivery is system vulnerability to factors that can increase the likelihood of loss
during the benefit transfer process. Some of these vulnerabilities are internal to
the issuance unit, such as recording inaccurate client addresses or failing to
determine potential mail security problems. The effective issuance systems we
studied controlled for these vulnerabilities to loss by requiring that clients submit
proof of residence; interviewing clients about mailbox security; performing
automated edit checks of address fields and zip codes during the notification
process; and identifying clients for placement on a certification office benefit
pick-up system after determining that a client is at risk for loss because of
factors such as sge, carrier route, housing aresa, or zip code. Most project areas
minimize the probability of continued mail losses by placing a client on alternate -
delivery after one mail lcss, even though FNS regulations requu'e such delivery
only after two mail losses within a six-month period.

Since Direct Mail systems rely on other agencies to deliver benefits outside the
issuance unit, they are especially vulnerable to loss from benefit loss or theft.
The systems studied employ a number of effective ways of dealing with external
potential for loss. Vulnerability to theft of benefits in transport from the issuance
unit to the post office is controlled by employing security guards and armored car
services to deliver mailing envelopes. Vulnerability to delayed transport or theft
within the postal system is controlled by sorting envelopes by zip code at the
issuance site and then sealing each sorted group in a mail pouch, thereby
alé:viatirg the need for processing outside the issuance unit prior to carrier
distribution.
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VL HOUSEHOLD ISSUANCE RECORD SYSTEMS

The Household Issuance Record (HIR) system is used to deliver about two percent
of the benefits in the Food Stamp Program (see Appendix A). The HIR system; the
original method of benefit authorization and transfer, is a manual approach to
food stamp issuance in which the authorizing document (the HIR card) is main-
tained at the issuance office. The HIR card provides a continuous record of all
issuance transactions for an individual household throughout the entire period of
the household's eligibility. In this system, benefit transfer is conducted only by
FSP agencies.

Owr study included three project areas that have been identified as using HIR sys-
tems effectively. Exhibit VI-1 on the next page displays average monthly par-
ticipation data for each HIR project area. Highlighted below are the major
operating similarities and differences found among the three project areas
studied.

° Two project aress provide both over-the-counter and direct mail
benefit delivery to eligible househclds. In both sites, the method of
delivery is determined by client choice. It is for this reason that the
project area mailing 87 percent of its monthly benefits is included in_
this chapter. The fact that clients are allowed to choose their
method of benefit delivery differentiates this site from a Direct Mail
project area in which clients are placed automatically on direct mail
issuance at the time of certification. Additionally, like the other
project area, this site uses the same method of benefit authorization
to transfer both over-the-counter and mail benefits. In Direct Mail
project aress, twoeseparate authorization mechanisms are used
(computerized listing of mail issuance households and computer-
printed ATP cards for over-the-counter delivery). .

Halfway through the study period, one project area changed from
direct mail to over-the-counter benefit delivery. This change was
made to eliminate losses due to mail replacements and to reduce pro-
ject srea operating costs,

) Two project sreas are rural and serve a relatively stable recipient
population. The remaining project area serves recipients residing in
both rural and urban locations, with the urban caseload tending to .
turn over more rapidly than its rural counterpart. Also, this project
area, which is the largest of the tiree studied, is the only one to
provide clients with a chaice of over~the-counter issuance locations.

The methods and practices used by these project areas to minimize system wvul-
nerability to loss are described in the the first eight sections that follow. The
remaining three sections present data on reported benefit 1ass and administrative
costs of issuance, as well as a summary of HIR system strengths and weaknesses.
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EXHIBIT VI-1

HIR PROJECT AREA CHARACTERISTICS

AVERAGE MONTHLY VALUE/PERCENT

PROGRAN OF PARTICIPATING HOUSENOI.DS OF ISSUANCE TYPR OF
PROJECT AREA ADMINISTRATION ISSUANCE AGENT
IR MAIL TOTAL HIR MAIL TOTAL

Pittaylvania County, State Adainistered 1,091 764 1,655 $145,098 $ 79,268 $224,1366 Government Aqancy.
Virginia County Oparated {59%) {414) (65%) {35%)

Lancastar County, State Administered 3,008 1,590 4,598 ‘8324.0! $119,756 $444,170 Government Agency
Nebraska County Operated (65%) (I5h) (73s) {27%)

Calhoun County, State Administered 444 542 986 $ 33,53 $ 68,982 $102,515 Government Agency
Mississippl County Operated (458) {55%) (In) {67%)

L
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1. DELAYED PROCESSING OF HOUSEHOLD ELIGIBILITY DATA

Delayed processing of notification data results in a temporary laek of information
regarding the eligibility of a particular client for benefits. In some cases, this
may result in unauthorized issuance to the client. For example, if a certification
worker forwards a notification document to the issuance unit informing them of a
decrease in a client's benefits, but the issuance unit does not process the change
before benefit transfer, then the eclient will receive benefits in excess of
authorized levels.

All the effective HIR systems studied are responsive to FSP requirements for
prompt handling of notification data. These sites have developed manual proce-
dures to control and expedite such data. Four techniques appear to reduce
vulne:)'abihty related to delays in processing client authorization records (HIR
cards

° One-Day Twnaround Time—All three project areas attempt to
process notification data within one day of receipt from the
certification unit. One-day processing is facilitated by having
issmance units, which double as data management units, in or adjacent ‘
to certification areas.

° Batch Control-Two of the sample project areas employ a batch con-
trol system (i.e., notification document pending file) to prevent’
documents from being lost and to monitor timely completion of HIR
card updates. In both/project aress, certification workers prepare a
three-part notification document to inform issuance personnel of a
change ir a client's eligibility status. The original and one copy are
forwarded to the issuance unit for HIR update; the second copy is
placed in an update pending file (located in the certification unit).
After issuance personnel have finished processing the update, the
original is placed in a completed transaction file, and the copy is
returned to the certification worker for filing in the client's case
record. The pending file is used to monitor the status of authoriza-
tion updates and also to provide an audit trail if a notification

" document is last.

° Processing Deadlines—A]ll three HIR project aress establish an end-
of-month cutoff date for processing updates to the HIR master file,
thus ersuring that all required changes are made prior to the monthly
issuance cycle. Failure by certification staff to adhere to this cutoff
date may result in administrative errors that are subsequently
reported as deficiencies in a certification unit's performance rating.

. HIR Update Prioritization—Should a backlog of notification docu-
ments oceuwr, issuance staff in all tiree project areas are instructed to
process new cases and changes that affect benefit levels first. This
practice enswes that processing delays d not result in the
overissuance or unauthorized issuance of food stamp benefits.

Vi<2
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2. INACCURATE OR INCOMPLETE PROCESSING OF HOUSEHOLD
ELIGBILITY DATA

Msanually prepared notification documents and HIR cards are vulnerable to tran-
scription errors that can result in unauthorized issuance. Two strategies were
found to be effective in monitoring the accuracy of all manually transcribed
eligibility information:

° Verification Of Eligibility Data—In all three HIR systems, the
accuracy of notification documents prepared by certification workers
is monitored and verified through (1) supervisory review of all notifi-
cation documents prepared by newly hired certification workers on
employment probation, and (2) periodie supervisory review of selected
documents prepared by post-probation certification workers.

° Visual Specification Checks—Prior to updating or establishing an HIR
card, issuance staff in all three project areas are required to check
trarscribed data for completeness and accuracy. Typically, these
checks include: (1) a review of all numerical fields (e.g., benefit
amount, case number) for transposition errors, and (2) verification
that the allotment amount equals the corresponding coupon book
denominations. Notification documents that are missing required
fields or contain inaccurate information are returned to the. cer-
tification worker for completion or correction. A copy of each-
notification update is returned to the certification unit for {iling in
the client's case record.

3. LOSS OR THEFT OF AUTHORIZATION DOCUMENT

The HIR system configuration intrinsically protects authorization documents from
being last or stolen and subsequently presented by the client for benefit transfer.
Active HIR card are vulnerable to alteration and internal loss, however, and
blank HIR cards could be used to establish fraudulent authorization records. Five
strategies were found to be effective in controlling for the loss and unauthorized
establishment or alteration of HIR cards:

) Limited Access To HIR Cards—In all three project areas, inactive and
active HIR cards are kept in locked file cabinets, with access limited
to issuance unit supervisors and their immediate staff. The bulk
supply of blank, serialized HIR cards is controlled by issuance super-
visors who monitor the assignment or destruction of blank cards, using
an HIR control log.

° Documented Status Changes—All three project areas require that
changes to HIR cards be documented by a notification form signed
and dated by both the certification worker and the issuance clerk.
Copies of all notification documents are maintained by the issuance
wnit; a corresponding copy is filed in the client's case record.
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) HIR Cross-Reference File—For every HIR card established, each of
the three project areas initiates an HIR master file index. This fileis .
reviewed each time a new case is established to ersure that the client
is not currently participating in the Food Stamp Program. Two pro-
ject aress key this index by using the head of household's social
security number, thus providing an additional verification of eclient
status. The third project area keys the index alphabetically.

. Last/Misplaced HIR Card—Should an HIR ecard be lost or misplaced,
project areas rely on the most recent notification document filed in
the client's case record. A duplicate card is established and used until
the original is found. If the original is recovered, the duplicate record
is voided and filed in either the client's case record or the HIR
inactive file. Like original HIR cards, duplicate HIR cards are
vulnerable to trarscription errors that can resuit in unauthorized
issuance. The strategies discussed under Section Two minimize the
possibility of such errors,

° Separation Of Over-The—Coaunter And Mail HIR Cards—Two project
areas physically seperate, clearly mark, or color-code HIR cards to
indicate the method of benefit transfer (i.e., over-the-counter or
mail). This physical separation ensures that clients do not receive
both over-the-counter and mail issuance allotments.

4. CLIENT MISEEPRESENTATION/FRAUD AT BENEFIT TRANSFER POINT

Issuance systems vary greatly in their vulnerability to lass from misrepresenta-
tion. Areas with large, high-turnover caseloads must use a series of verification
procedures to avoid loss through misrepresentation. In most cases, these proce-
dures require additional identification if the cashier has any question about the
verification documents provided by the client or his or her representative.
Smaller project areas, similar to the HIR study sites, are least vulnerable because
their cashiers become acquainted with eligible clients and identification is often
by sight. Specifically, three practices were observed:

° Signature Comparison—The client must sign the HIR card in the pre-
sence of the cashier. If this signature does not match the client's
food stamp identification cérd, an additional form of identification
with the client's photograph may be requested. Typically, however,
the client's caseworker is asked to verify the client's identity.

® Predesignation Of Authorized Representative—All of the project
areas require that authorized representatives be identified on the HIR
card and on the client's identification card. Authorized representa-
‘tives must then follow the signature comparison procedure outlined
above,

® Designation Of Emergency Representative—In all three project aress,’

ema'gen representatives are allowed to pick up benefits for eligible
clients. n this is done, the following procedure is followed:

- The emergency representative must present the head of house-

hold's food stamp identification card along with a signed
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authorization note from the client containing the signature of
the head of household and the printed name and signature of °
the emergency representative.

- The emergency representative must sign the HIR card and pro-
vide the issuance cashier with an additional form of personal
identification for signature comparison.

- After benefits have been transferred, the authorization note is
filed in the client's case record.

5. CASHIER ERROR RESULTING IN WEBISUANCE

Overissuance can also occur as a result of cashier error in delivering coupors to
clients. It appears that a combination of redundant cashier practices combined
with an even client flow reduces errors resulting in overissuance. Four practices
were reported to reduce cashier errors mulﬁng in overissuance:

® Dauble CQntirg—In all three project areas, coupon books are counted
twice prior to benefit transfer—first, when removed from. worldng
inventory, and second, when handed to the recipient. In two project
areas the client is requested to recount the coupon books befare
leaving the issuance window.

° Pre-Benefit Transfer Coupon Book Separation—All three sites noted a

. problem with the two and seven dollar coupon books. Because these
books are bound with glue, there is a tendency for them to stick
together. An additional effort to separate book denominations prior
to issuance was réported to reduce overissuance of these coupon book
denominations.

o Staggered Issmance—When issuance is concentrated during the first
two or three days of the month, cashiers must transfer a high volume
of benefits in a short time period. This high issuance volume appears
to result in cashiering errors. Staggered issuance, practiced in two of
the three project sreas, permits an even client flow that is reported
to reduce cashiering errors.

To compensate for the incressed client activity caused by
unstaggered issuance, the third project area recruits additional FSP
staff to monitor client flow and issue benefits. Also, during this
period, one issuance window is assigned an FSP "troubleshooter" to
whom clients with questions or problems are referred. This practice
is designed to minimize processing delays which could result in
overissuance due to cashier or administrative error. For example, a
ceshier may notice that the HIR card contains an allotment amount
different from the cnrresponding coupon book denominations. Instead
of the cashier making a judgment as to the correct amount, the client
is referred to the "troubleshooter” who then verifies the correct
benefit amount by checking with the client's certification worker or
reviewing the client's case record.
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) Verification Of Manually Prepered HIR Cards—Typographical errors
appearing on manually produced HIR cards can result in unauthorized -
overissuance. Common errors include: (1) a mismatch between the
spelling of a client's name as it appears on the food stamp identifica-
tion and HIR cards, and (2) an allotment amount different from the
corresponding coupon book denominations. Upon detection of an error
on the HIR card, cashiers in all three sites first determine if the error
was the result of a transcription mistake. This is done by checking
the mast recently submitted notification document. If the same error
appears on this document, the client is referred to his/her certifica-
tion worker for additional follow-up.

6. LOSS OR THEFT OF MAIL ISSUANCE ALLOTMENTS

Two HIR project areas use direct mail as an alternate method of benefit
delivery. Several practices were found to minimize lcsses resulting from coupons
reported lost or stolen in the mail. (NOTE: For a more detailed description of
" practices designed to reduce mail 1css, refer to Chapter V, Direct Mail Systems.)

' 3 Daoller Valus Restriction—One project area restricts mail issuance to
households receiving less than $200 in monthly benefits. This limit is
based on the mail loss experience of this particular project area.

° Alternste Delivery Imposed After One Reported Mail Loss—FNS
regulations require that FSP agencies place mail issuance clients on
an alternate method of delivery after two reported losses within a
six-month period. To minimize the risk of multiple mail issuance
replacements, both project areas require that clients reporting one
mail 1oss be placed on over-the-counter delivery for the remainder of
the client's certification period or until the certification worker
determines that the threat of 1oss has been eliminated.

° Mail Issuance Interview—In one project area, certification workers
interview all clients requesting mail issuance regarding the security
of their majlboxes. During this interview, clients are asked questions
regarding the number of individuals who have access to the mailbox,
the security of the mailbox if it is located in a public area (e.g.,
spartment building lobby), and the incidence of previous mail losses.
If the certification worker believes that there is a potential for mail
loss, the client is placed on over-the-counter issuance until the threat
of lass is reduced or eliminated.

° Amalysis Of Mgil Loss And Returns—In all three project areas,
issuance staff conduct routine analyses of reported mail losses, which
are reported in turn to the Pcstal Service for further investigation.
Such analyses, which are summarized on the FNS 259, result in the
identification of delivery areas that require special handling (e.g.,
certified mail or alternate over-the-counter delivery). For example,
one project area experienced a high loss rate among clients who
received their coupons at post office boxes. Upon investigation, it
was fomnd that allotments were being stolen by an individual who,
through his own mail box, could access adjacent mail boxes and
remove coupon envelopes.
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By conducting routine analyses of mail returns, project area staff also
can begin to identify patterns that may promote loss. For example, a
project area that experiences a high rate of returned allotments
monitors such returns to pinpoint the reason for nondelivery. Reasons
may incluide (1) failure by certification staff to submit timely
notification updates, (2) delays in processing notification updates, or
(3) inadequate instructions to clients regarding the reporting of
changes in address.

7. THEFT FROM COUPON STORAGE OR WORKING INVENTORY

This vulnerability affects all project areas and issuance locations where coupons
are kept. In small, isolated project offices, this vulnerability may be compounded
by the fact that irsufficient on-site security is available for monitoring and safe-
guarding coupon supplies. Practices found to prevent inventory theft in small pro-
ject areas are:

° Off-Site Bulk Storage—On the average the study sites maintain a
three- to six-month bulk supply of coupons. However, because of
inadequate on-site security, all project areas store their bulk coupopn
supplies at off-site, secured facilities (i.e., bank, sheriff's office, and
contract armored car service).

e . Limited Access, Dunl Verification—AIl project area issuance sites
follow FNS regulations and guidelines regarding the disbursement,
receipt, transfer, and destruction of food coupons. Inventory activi~
ties are carried out by at least two authorized staff members who are
responsible for verifying coupon shipments and inventory disburse-
ments. Additionally, only a limited number of project area staff have
access to on-site coupon supplies—typically, the project area
administrator, issuance supervisor, and head cashier.

o . Issusnce Area Security—All three project aress take added
precautions to ensure that on-site coupon inventories are safeguarded
against potential theft. Typical practices include:

- Separating working inventories for each issuance cashier to
monitor the accuracy of individual cashiering activities

- Using on-site combination lock safes or locking inventory
drawers to safeguard daily and warking coupon supplies

- Enclesing and limiting access to cashiering cages to prevent
theft of coupons and authorization records

To further reduce the risks associated with maintaining on-site
coupon supplies, the project area serving the largest caseload has
added the following controls:

- Installing a security alarm system that alerts a local contract
security agency to an attempted robbery or suspicious dis-
turbance ’
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- Stationing a security guard in the main issuance area during
heavy periods of issuance activity '

- Assigning a security guard .seort during the transfer of
coupons between the main issuance site and itinerant issuance
locatiors )

8. DELAYED OR INCOMPLETE RECONCILIATION OF ISSUANCES

Daily and monthly reconciliation of documented issuance to actual issuance is per-
formed menually in all of the HIR project areas studied. This reconciliation pro-
cess highlights inventory discrepancies due to cashier error or theft. Reconcilia-
tion of documented issuance to authorized issuance is performed, by regulation, in
all three project aress on a semi-annual basis. This semi-annual review of 20
percent of the project area caseload is used to reveal discrepancies between case
records and HIR cards. None of the sites visited reported any discrepancies in this
review.

No wmnique procedures directed specifically to this vulnerability were observed in
the project areas visited. All project areas follow FNS guidelines regarding daily
and monthly reconeiliation and reporting requirements.

9. BENEFIT LOSSES PER HOUSEHOLD AVERAGE $0.13 IN MIXED
'HIR/DIRECT MAIL SYSTEMS

Benefit 1as comparison among project areas using HIR systems is based on data
reported during the study period on the FNS 250, FNS 259, and FNS 256 reports.
The following indicators (displayed on Exhibit VI-2 and explained in Chapter D) are
used in this section to compare the loss experienced in the three HIR project
areas:

° Inventory Lass Per Household (FNS 250, Line 23, Value of Issuance
Diff erence divided by FNS 256, Number of Participating Households)

° Mail Lass Per Household and Issuance (FNS 259, Column 7e, Value of
Replacements divided by FNS 256, Number of Participating House-
holds and FNS 259, Caolumn 7a, Number of Mail Issuances)

e  Mail Ismnce Replacement Rate (FNS 259, Column 7b, Number of
Replacements divided by FNS 259, Column 7a, Number of Mail
Issuances)

° Total Lass Per Household (FNS 250, Line 23, Value of Issuance
Difference plus FNS 259, Calumn 7e, Value of Replacements divided
by FNS 256, Number of Households)

Individual lcss end replacement rates were calculated using total reported values
for the project area for the period April 1982 through March 1983. Calumn
averages were weighted by the total number of households or transactions

propgsed by each of the three project areas during the twelve-month study
period. '
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EXHIBIT VI-2

: HIR SYSTEM LOSS INDICATORS
(AVERAGE MONTHLY LOSS PER HOUSEHOLD AND ISSUANCE)

INVENTORY MATL ISSUANCE
MAIL LOSS TOTAL LOSS MAIL LOSS PER REPLACEMENT

LOSS PER PER HOUSEHOLD || PER HousenoLb || MATL Issuance CATE
(POLLARS) (DOLLARS) (DOLLARS) ( PERCENT)

PROJECT AREA HOUSEHOLD
{ DOLLARS)

Pittsylvania County 0.02 0.10 0.13 0.25 0.15

Lancaster County <0.01 0.17 0.48

Calhoun County <0.01 0.02 0.06

WEIGHTED AVERAGE

Per household loss indicators are computed by dividing the total amount reported in each loss category
by the TOTAL number of participating households as reported on the project area's FNS 256 report. For
project areas using mail issuance an additional indicator--loss per mail issuance--is used. This
indicator displays unit losses for only that portion of the project area's recipient population that
receives benefits through direct mail issuance. (See Chapter One for further explanation.)
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The Average Monthly Inventory Loss Per Household Among Effective HIR Systems
Is Less Than $0.01. In all three project sreas, this loss is attributed to cashier
error. The project area experiencing the highest less per household ($0.02)
displayed a 68-percent increase in cashier error after changing from direct mail to
over-the-counter benefit delivery. This rise in cashier error may be reflecting the
change from a team verification of each mail allotment (used during the first six
months of the study period) to a single counting of an over-the-counter benefit
transfer (used during the last six months of the study of period).

Project Area Environmental Characteristics Accomnt For High/Low Mail Laoss
Data Points®. The project area reporting the highest mail lcss rates contains
urban clusters inhabited by transient populations. These characteristics, combined
with higher mail loss rates, indicate the desirability of targeted or restricted mail
issuance practices (e.g., certified mail or mandatory over-the~counter issuance)
which are not currently employed by the project area. Conversely, the site with
the lowest mail lass rate serves a small, rural recipient population that is
relatively stable and well known to FSP staff. In this site, no restrictive practices
are required.

° HIR project areas using mail as an altenate delivery method experi-
ence an average monthly loss per mail issuance of $0.34. Loss ranges
from $0.03 to $0.48. Nationally, the average monthly loss per
issuance was $0.75 for the period April 1982 to March 1983 .

® Mail issuance replacements average 0.32 percent of total issuances.
This percentage is correlated with the number of mail issuances, from
a low of 0.06 percent (of 6,500 issuances) to a high of 0.48 percent (of
19,000 issuances). Nationally, the replacement rate was 0.59 percent
for the period April 1982 to 1983.

Based on a comparison of study site and national performance measures, the
practices employed by the tiree HIR project areas appear to be effective in
minimizing system vulnerabilities to loss. The table below presents a summary
comparison of performance measwres discussed in this section.

Performance Measures

Performance Indicators Study National
. : Average Average
Inventory Loss Per Household - $0.01 $0.05
Mail Lcss Per Mail Issuance - $0.34 $0.75
Mail Issuance Replacement Rate 0.32% 0.5%9%

. For comparison of lcss rates experienced in project areas using direct mail
as the primary method of benefit delivery to project arees using mail as an
alternate method, refer to Chapter V, Direct Mail Systems.
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10. ISSUANCE-RELATED COSTS AVERAGE $1.66 PER HOUSEHOLD FOR HIR
PROJECT AREAS

Exhibit VI-3 on the next page presents the per household monthly costs of issuance
for the project aress by major cost elements. These averages were calculated

from site-reported cost and participation data for the period April 1982 to March
1983.

® Project Area Categorical And Total Casts Per Household were calcu-
lated by dividing the cost in each category reported by a project area
by the number of participating households as reported on the FNS 256,

. Monthly Project Area Participation and Coupon Issuance Report.

° Weighted Average Monthly Issuance Cast Per Household was calcu~
lated as the sum of project area total costs divided by the sum of
project area participating households as reported on the FNS 256.

The study objective with respect to administrative costs was to estimate and
compare total issuance costs across project areas. To meet this objective, the
individual costs of performing issuance-related activities were sorted into a
standard set of issuance system resource requirements. This set includes (1) the
salaries and fringe benefits paid to FSP agency personnel who supervise, perform,
or monitor one or more issuance functions; (2) the automated data processing
costs associated with the processing of food stamp master file data; (3) the fees
paid to contract issuance agents; and (4) the miscellaneous direct costs required to
support issuance activity, such as postage to mail coupons or authorization
documents, and fees paid to transport or secure food stamp coupons.

When the costs of these resource requirements sre added, their sum represents a
reasonable estimate of the costs required to operate a project area's issuance
system. However, since the mix of resources varies between project areas, it is
not possible to develop "pure" estimates or averages for individual cost cate-
gories. For example, in some project areas, security guard coverage is included as
a direct labor cost because FSP staff are assigned to monitor issuance activities.
In other project areas, this cost is reported as an "other direct" (miscellaneous)
cost because coverage is provided by a contract security agency.

The Aversge Manthly Cast Per Household Among Project Areas Is $1.86, With
Project Area Total Caosts Ranging From $1.58 To $2.17.

11. EFFECTIVE HIE PROJECT AREAS CONTROL MANUAL PROCESSING
DELAYS AND ERRORS TO REDUCE VULNERABILITY TO LOSS

The major strength of an HIR system is that client access to the authorization
document is restricted to the benefit issuance site. Clients or their represen-
tatives must sign the authorization document at the benefit issuance site prior to
benefit transfer. This feature promotes control of loss resulting from eclient
claims of non-receipt of mailed authorization documents.

HIR systems are characteristically located in project areas with relatively small
caseloads. This aids in the control of loss due to client misrepresentation because
issuance staff can usually identify clients by sight, ss well as by signature. Also,
certification and issuance functions tend to be housed in the same building in
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EXHIBIT VI-23

ISSUANCE COSTS HIR SYSTEMS
(AVERAGE MONTHLY COST PER HOUSEHOLD)

COST ELEMENT (DOLLARS/HOUSEHOLD)

CONTRACT THER
ADP ISSUANCE

Pittsylvania County N/A

Lancaster County N/A

Calhoun County

WEIGHTED AVERAGE

N/A: Not Applicable
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these less populous project areas, promoting the availability of immediate
casewcarker assistance in resolving cases of suspected client misrepresentation. :
The greatest source of potential less in an HIR system is the difficulty of
controlling internal conditions related to manusal issuance processing. Manual
processing is relatively slow and inaccurate. The project areas studied have
established controls for these vulnerabilities. .

° System timeliness can be improved by enforcing deadlines, such as
one-day turnaround time for notification data receipt and processing,
and a monthly cutoff date for master file updating. These deadlines
are often monitored through a document pending file.

® Accuracy can be promoted by building controls into various issuance
processes and are most useful when they duplicate functions that are
especially vulnerable to human error, such as calculating benefit
amounts, transposing notification data onto HIR cards, and converting
authorized allotments eorrspondmg to coupon book denominations on
the HIR card.
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VII. COMPARATIVE ANALYSES

The focus df the preceding chapters is on operational features and performance of
effective examples of each major system type. Comperisons are within system
types.

In this chapter, comparisons are across system types. This different level of com-
parison addresses three major questions:

e  What is the relative capability of the various system types for con-
trolling benefit l1oss?

. How do the operating costs of various system types compere?

) What courses of action can State and local FSP agencies take to
improve overall performance of the issuance function?

Three primary areas of loss are identified in the earlier chapters: inventory loss,
mail lcss, and loss due to utnmatched ATP transactions. All study site and national
loss statistics discussed in this chapter are based on data reported to FNS during
the period April 1982 to March 1983. National performance messures were
calculated using the same equations used to derive study loss averages. These
measures include: .

° Inventory Lass Per Household (FNS 250, Line 23, Value of Issuance
' Difference divided by FNS 256, Number of Participating Households)

° ATP Loss Per Transaction (FNS 46, Line 10, Value of Unmatched
ATPs Transacted divided by FNS 46, Line 8, Total ATPs Transacted)

° Mail Loss Per Issuance (FNS 259, Column 7e, Value of Replacements
divided by FNS 259, Column 7a, Number of Mail Issuances)

All loss averages are weighted by the total number of households, transactions, or
issuances reported during the twelve-month study period.

The capability of the different system types for controlling these losses are
examined in the first three sections of this chapter. Some inherent advantages of
HIR, Direct Delivery, and On-Line systems are recognized in the fourth section.
Administrative costs are considered next. In the last section of the chapter,
alternatives for improving issuance system performance are deseribed. -

1. ALL SYSTEM TYPES HAVE CAPACITY FOR MINIMIZING INVENTORY
LOSS

Inventory lcsses, as defined in prior chapters, are shortages due mast often to
cashiering errors. These show up as discrepancies between documented issuance
and coupon stock and are reported on line 23 of FNS 250, All FSP issuance agents
are required to submit this report regardiess of the system type in use.

Inventory loss for the project areas we visited are tabulated in Table 1 on the fol-
lowing page. The figures shown are averages for the sites using each system type.
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Table 1
Primery Issuance System Inventory Lass Per Household
(4/82 -3/83)
ATP $0.01
Direct Delivery 0.03
On-Line 0.02
Direct Mail 0.01
HIR 0.01
National Average ' $0.05

It is evident in this table that there is little variation in inventory loss across
system types, end that inventory loss for all the study sites is significantly lower
than the national average. This superior performance appears to be attributable,
at least in part, to several practices observed in most of the sites visited:

Access to inventory storage area is limited to two or three key
people, and FSP and contract issuance agents follow FNS regulations
regarding the disbursement, receipt, transfer, and destruction of food
coupons. :
Locks and enclosures sre used to maximize the physical security of
inventory storage and issuance areas.

Separate working inventories are maintained for each cashier so that
the accuracy of individual cashiering activities can be monitored and
internal theft can be detected.

Coupon books are counted twice before benefit transfer—first, when
removed from working inventory, and second, when handed to the
recipient. )

Because the two and seven dollar coupon books are bound with glue,
there is a tendency for them to stick together during benefit
transfer. An additional effort to separate these denominations before
issuance was reported by FSP staff to reduce their overissuance.

Issuance times are staggered at most sites to reduce cashiering errors
that occur when high volumes are processed in compressed time
frames; in addition, at least one site varies the size of the issuance

- staff based on expected volume of ATP transactions.

In addition to these practices that are common to mcst of the sites we visited,
even tighter procedures have been inplemented by a few sites:

One contract issuance agent requires teller reimbursement for inven-

" tory shortages. In one government-operated issuance site, inventory

errors may result in disciplinary action.
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® Cashiers in one site are trained comprehensively to reduce less caused
by cashier negligence, client misrepresentation, and falsification of -
authorization documents.

° Security guards or police provide escort service at some sites during
transfer of coupons between the issuance site and daily storage.

2. LOSSES ARE LOWER IN PROJECT AREAS THAT USE MAIL ISSUANCE
SELECTIVELY THAN IN THOSE WHERE MAIL IS THE PRIMARY
ISSUANCE SYSTEM

Mail 1css is measured by mail replacements issued, as reported on line 7e of FNS
259. This report is required of all FSP agencies that do any mail issuance.

Table 2, below, displays average mail less for study sites using various system
types. By definition, sites listed as Direct Mail sites use mail as the primary
issuance method, and sites identified with one of the four other system types use
mail, if at all, as a secondary issuance method.

Table 2
Use Of Mail Issuance Dollar Loss Per Mail Issuance
(4/82 - 3/83)
Primary System For Study Sites - . $0.61
Secondary System For Study Sites ' 0.23
National Average R $0.75

The Direct Mail sites we visited have somewhat lower mail loss than the national
average mail loss. This better performance is associated with the following
general controls:

° Pre-sorted first class mail is used; this mail is sorted by zip code and
sealed in locked mail pouches or in banded trays by the FSP agenecy.
Pre-sorting reduces the number of times an envelope is handled after
it leaves the FSP agency, and sealing conceals the contents of the
bags or trays as they move through a Pcstal Service central
processing hub. .

° In situations where the potential for mail loss is high or where
significant losses have already occurred, delivery services that
require documentation of receipt—certified mail or registered mail,
as appropriate—are used.

' FSP agency staffs conduct routine and aggressive analyses of reported

mail losses and returned mail, and they work closely with Postal Ser-
vice officials to eliminate problems identified in these analyses.
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Program sgencies that use an issuance method other than Direct Mail ordinarily
use mail selectively where the primary issuance method cannot be used or is -
patently more costly. These situations typically are of two types:

° Food stamp allotments are mailed to individuals who find it difficult
or impossible to come to an issuance point—particularly elderly,
handicapped, and geographically isolated clients.

] Food stamp allotments sre mailed to households where the risk of
mail loss is considered less than the risk for households in general,
such as those receiving relatively small allotments or known to have
secure mailboxes.

In addition to these basic steps to reduce mail lcss, some FSP agencies use one or
two other mesasures to tighten security:

° Clients who report one mail less are placed immediately on over-the-
counter or certified mai delivery for the remainder of their certifi-
cation period or until the certification worker determines that the
threat of loss has been eliminated. (FNS regulations require that .
this procedure be invoked after two lcsses in a six-month period, but
these FSP agencies have adopted a more stringent rule.)

° Measures are taken to ensure that losses do not occur during transpor- -
tation of mail from the FSP agency to the post office—typically
either use of armored car delivery or requiring postal ‘workers to sign
a receipt for each shipment.

3. EFFECTIVE ATP SYSTEMS USE SEVERAL PRACTICES TO REDUCE
LOSSES BELOW NATIONAL AVERAGES

ATP loss is operationally defined as the number and benefit value arising from
unmatched ATPs and is reported on line 10 of FNS 46. Average loss for the ATP
issuance sites we visited are shown in Table 3.

Table 3
Use Of ATP Issuance Dollar Lcss Per Transaction
(482 -3/383)
Primary System For Study Sites . $0.13
National Average $0.83

A comperison of the figures in Table 3 with those in Table 2 shows that ATP loss
is consistently lower than mail lcss in systems that use Direct Mail as the primary
issuance method. This is not swprising, because considerably tighter control over
coupons i{s maintained in this system type than in Direct Mail systems. Further-
more, use of ATPs mearns that issuance workers can verify the identity of recip-
jents—usually an impossibility in Direct Mail systems.
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Al the ATP sites we visited are scrupulous in observing FNS regulations that
require timely processing of eligibility notifications, that limit replacements to .
two in six months and impose a waiting period for replacements, and that require
completion of an affidavit when loss is reported. All of the ATP sites we visited
imTp;sle additional controls that clearly increase- their effectiveness in reducing
ATP loss:

° Both msanual and automated data msanagement systems are designed
to expedite the processing of household eligibility data.

° Accuracy and integrity of eligibility data is verified through a variety
of computerized edits.

. Signatures of recipients are compared at time of issuance with signa-
tures maintained at the issuance point or on Food Stamp identifi-
cation cards. In some areas, the identification card bears the
recipient's photograph. In others, recipients are required to present
an additional form of personal identification containing the
individual's photograph. C

The most effective ATP systems use still other techniques to tighten securit'y
even more:

] The number of ATPs processed manually is matched exactly against-
the number of blank- ATP cards drawn from inventory, thus
minimizing the possibility of fraudulent use of blank ATP cards.
Access to blank ATP cards typically is limited, and some sites print
recipients' identification card serial,numbers on ATP cards when they
are processed.

° Non-routine and replacement ATPS are generated in some sites by
computer only. This reduces the possibility of transacting duplicate
replacements, a major source of lcss in ATP systems.

° Clients reporting one ATP loss are placed immediately on alternate
delivery (e.g., certification office pick-up) for the remainder of the
certification period or until the certification worker determines that
the threat of lcss has been eliminated.

4. HIR, DIRECT DELIVERY, AND ON-LINE SYSTEMS HAVE INHERENT
ADVANTAGES IN CONTROLLING AUTHORIZATIONS

A major vulnerability to loss occurs when ATPS or coupons are mailed to
recipients, This vulnerabilty is eliminated in systems in which authorization
documents are kept at issuance points and coupons are deliverd to recipients in
person. Although there are no routinely generated data on unmatched issuances
for the three system types that have this characteristic—HIR, Direct Delivery,
and On-Line systems—each provides greater physical control over authorization.
The limited data that are available indicate that two of these (On-Line and Direct
Delivery) control less due to unauthorized issuance more effectively than Direct
Mail and ATP systems.
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HIR systems use a permanent authorization and issuance record document that is
kept in the FSP agency office and thus is not expcsed to external loss. Because
- recipients must come to a central office, however, this system type is suitable
only in project areas that are geographically compact. This means that HIR
systems are used to serve relatively small client populations; issuance workers in
such systems recognize many recipients, and the risk of fraud is further reduced.

Direct Delivery systems transfer monthly paper authorization documents to issu-

ance locations only rather than households directly. This facilitates much tighter
physical security in the transfer activity.

~ Qn-Line_svstems eliminate the use of oaper authorization documents entirelv.

- _—

opportunity for fraudulent alteration of authorization records, and facilitates
rapid updating of the authorization records.

5. DIFFERENCES IN THE ADMINISTRATIVE COST OF ISSUANCE OPERATION
ACROSS SYSTEM TYPES ARE NOT STATISTICALLY SIGNIFICANT

Conceptually, the administrative costs of the issuance function are considered to
consist of four major components: (1) salaries and fringe benefits of FSP agency
personnel responsible for issuance activities, (2) automated data processing costs
associated with processing FSP master file data, (3) fees paid to contract issuance
agents, and (4) miscellaneous direct costs such as pastage, transportation, and
security costs. Accounting allocation methods vary so greatly among FSP -
agencies, however, that costs-associated with these individual categories are much
less useful for comparison purposes than total administrative costs for the project
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than those of the other system types, and that minor savings that may be realized
in those components are offset by the increased costs of postage and security.
Thus, the total administrative costs of Direct Mail project areas are not
significantly lower.

Direct Delivery project sreas have the lowest administrative cost among the sites
visited. Absence of postage costs for ATP delivery to clients appears to be a sub~
stantial factor in the difference. However, the small number of Direct Delivery
sites in the study and the variability of administrative costs among them limit
both the precision and the overall applicability of the estimate.

On-Line project areas appear to have the highest administrative costs. ADP
operating costs account for a major part of the difference. As suggested above,
however, this difference may be attributable as much to idiosyncratic conditions
as to inherently greater true resource requirements.

In Table 4, administrative costs associated with each system type are also
compared to the weighted average for all good practice sites. This comparison
reinforces the picture of similarity rather than sharp differences in admxmstrative
costs among system types.

6. THERE ARE SEVERAL OPTIONS FOR IMPROVING ISSUANCE OF FOOD
STAMPS

When both ‘average issuance loss and administrative cost are considered, the
Direct Delivery and On-Line systems appesr to perform particularly well
Adoption of either approach should be considered where a State or local FSP
agency has the financial 4and other resources necessary for conversion. The
resources required for implementing an On-Line system are particularly sensitive
to the existing computer environment in the governmental jurisdiction involved; in
highly automated situations, the required incremental resources may not be large,
but in a relatively unsophisticated environment, start-up costs may be prohibitive.’

Where conversion to a Direct Delivery or On-Line system is not feasible, adoption
of practices described earlier in this chapter may yleld significant improvements
in mest ATP systems and, to a lesser degree, in Direct Mail systems. Exhibit VI-1
provides a guide to the frequency with which various controis are used in each
system type. Those strategies used across types have not only the broadest
applicability, but the most promise for success. Similarly, within any one system
category, the more frequently a control is used, the more likely it is to be a
prerequisite for effective issuance. Chapters Two through Six provide the details
of how and where each control is implemented.

Because the current national loss reporting system does not separate losses by
system type, it is not possible to project the maximum savings that might be
realized through system improvements in all project areas. A rough indication is
provided, however, by calculating what savings would ensue if the average lcsses

of all project aress were reduced to the level of the "good performers® we
observed in this study.

voa
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ISSUANCE SYSTEM PRACTICES/CONTROLS
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EXHIBIT VII-1(1)

GUIDE TO ISSUANCE CONTROLS
BY SYSTEM TYPE

3

Delayed Processing Of
Household Eligibility
Data

One Day Turnaround Of Notification Data

Batch Control System For Notification Data
Separate Clerical Control Unit

Processing Deadlines/Production Cutoff Date
Procedure For Last Minute Case Changes
Elimination Of Processing Backlogs
Prioritization Of Processing Case Updates
On-Line File Updates

.

Inaccurate Or Incomplete
Processing Of Household
Eligibility Data

Specification Edits Computerized

Logical Edits Computerized

Automated Benefit Calculation

Automated Benefit Verification

Access To Household Mastér File Restricted

- Joeloe e 1:] 1 o I

Loss Ox Theft Of
Authorization Documents

See Key On Page Pivq.
é.

ATPa Handled As Controlled Documents
Limited Access To Blank ATPs
Serialized ID Number On ATP Cardg’

Computer Controlled Replacementa"'

000 00000 C0000°0@
©000 oocuohooocﬁooo

0000 0000000000000
0000 ©0e8eeeee e

OO0OO
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EXHIBIT VII-1(2)

SYSTEM TYPE

VULNERABILITY ' ISSUANCE SYSTEM PRACTICES/CONTROLS DIRECT
DELIVERY

DIRECT
MAIL

Loss Or Theft Of Limit Of 2 Replacements Within 6 Months

Authorization Documents Replacement Waiting Period Of 5 Days (Minimum)
{Continued) =2

O

00000000000 0® OOOOO

Affidavit Signed By Client For Replacement
Delivery Of Replacements Only By Direct Methods

Direct Delivery Of ATPs By Yssuance Staff Or
Vendors

Assignment Of Issuance Location

Electronic (On-Line) Authorization

Back-Up Computer System To Eliminate Down Time

Restricted Issuance Procedures During Down Time
Verification Of Eligqibility Listings To ATPs
Post-Verification (Prior To ATP Halling/DeliveryA
Limited Access To HIR Cards

HIR Cross Reference File

Documented Status Changes

Separation Of OTC And Mail HIR Cards

Client Misrepresentation/ Charge Back Policy {Vendors/Cashiers Liable)

Fraud Resulting In PSP Issuance Monitor Function
Overissuance

0®® C O000eeO000 Vo0
0000000000000 00000

® 0 0|0 0000 0EEOO OO0V
OO0 0|0 000000000 OO0

Signature Comparison

* See Key On Page Five.
14
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EXHIBIT VIX-1(3)

SYSTEM TYPE

ISSUANCE SYSTEM PRACTICES/CONTROLS

DIRECT
DELIVERY

DIRECT
MAIL

ON-
LINE

Client Misrepresentation/
Fraud Resulting In
Overissuance

(Continued)

photo ID _
Predesignated Authorized Representative

Use Of Regiscope Camera
Address Verification (From Master FPile)

cashier Error Resulting
In Overissuance

Double Counting Of Coupons

Dual Verification Of Mail Allotments
Pre-Benefit Transfer Coupon Book Separation
Staggered Issuance '

Dual Name/ID Number Coﬁparison

Pre-Printed Coupon Book Combinations By Allotmend
Standardized Allotment Ranges B& Household Size
Cashier Training Program

Pre-Packaged Allotments

Automated Coupon Stuffing

‘

Loss Or Theft Of Mail
Issuance Allotments

* See Key On Page Five.
}

"

Pre-Sorted/Sealed First Class Mail (Routine
Delivery)

Certified Mail Used (Alternate Delivery)
Registered Mail Used (Alternate Delivery)

Mail Restricted To Special Client Populations

(Jejooj{elejolof X JOX Jel [elofoXC 1

©® OOEI®®00 @00@0@'00@

O@@c@oooooooooooo#

® 0®®0000000000|60 ®6
O 000000000 ©00e 00 80
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ISSUANCE SYSTEM PRACTICES/CONTROLS
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EXHIBIT VII-1(4)

SYSTEM TYPE

DIRECT

|DELIVERY

DIRECT
MAIL

Losa Or Theft Of Mail
Issuance Allotments
(Continued)

Dollar Value Restriction

Mail Issuance Interview (At Certification)
Alternate Delivery After One Loss

Limit Of _2 Replacements Within 6 Months
Replacement Waiting Period Of 5 Days (Minimum)
Affidavit Signed By Client For Replacement

Delivery Of Replacements Only By Direct Methods

Analysis Of Mail Loss And Returns
Close Coordination With Postal Officials

Theft From Coupon Storage
Or working Inventory

» Sea Key On Page Five.
14

Off-Site Bulk Storage

Limited Access/bDual Verification
Security Alarm System

Separate Working Inventories By Cashier
Security Escorts During Coupon Transfer
Security Guards On-Site

Combination Lock Safes

Restricted Access To Issuance Areas

000 @0 @0l |00@00 000

e0@0 000 j00@000@>]

00000000 |00@0 0 0000

0000 00000 0@ 00000
000@ 0P 0000 00 0@
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EXHIBIT VII-1(5)

SYSTEM TYPE

VULNERABILITY ' ISSUANCE SYSTEM PRACTICES/CONTROLS

DIRECT DIRECT
DELIVERY MAIL

Delayed Or Incomplete Monthly Reconciliation Of Issuances To Master
Reconciliation Of : Pile

Issuances Pollow-Up On Reconciliation Exceptions
Immediate (On-Line) Update Of Master File

KEY
Practice Used By A Few Project Areas )

Practice Used By Most Project Areas

Practice Used By All Project Areas

Practice Not Used
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Potential unit savings are indicated in Table 5 below.

Table 5
Inventory Lass Mail Less ATP Lcss
Per Household Per Issuance _ Per Issuance
National Average $0.05 $0.75 $0.43
Good Performers 0.01* JA0** 0,13 %>
Unit Potential For '
Lass Reduetion $0.04 $0.35 $0.35

Potential national savings based on these unit reductions are on the order of $30
million, as demonstrated in Table 6 below.

Table 6
Type Of Unit Potential Amual Number
Issuance For Lass Of Households/ Aggregate Potential
Lcss Reduction Issuances For Lass Reduction
(4/32-3/33)
Inventory $0.04 x 93,825,395 )
. . Households = $ 3,745,016
ATP © 0.30 'x / ST,720,492 ATP
.. . Transactions = 17,316,147
Mail .35 =x 26,713,634
Mail Issuances = 9,349,772
TOTAL $30,410,935
. L ] t' . »

Improving issuance practices or converting to alternative system types will
require considerable time and commitment of FSP staff in both certification and
issuance activities. This effort will be accompanied by related investments in
staff time for implementing new procedures, equipment, computer programs, and
the like. As discussed earlier, the costs of these elements can be determined only
on a program-by~program basis. Further, programs may find that "good" practices

. All study sites

** Al study sites using mail as either a primary or secondary method of benefit
delivery

*2+  ATP study sites

V-8
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may not be cost effective in some project areas. It is clear, however, that the
opportunity for reducing the total cost of issuance is substantial. Two char- -
acteristics shared by the good performers in the study were the diligence of FSP
managers in seeking these opportunities and their ability to direct conversion to
improved systems.
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APPENDIX A(1l)

ESTIMATED DOLLAR VALUE OF STATE ISSUANCE
BY ISSUANCE TYPE AS OF JANUARY 1982*

ISSUANCE TYPE

NCMSLs
e 4 &Y
PROJECT 11 ) DIRECT (4) (5)
L1 bl Ll ¥} ATP DINT>" VAIL SELIVERY HIA e INE
NORTHEAST N
-sonne. iUt [ ] 6,380,448
taine 1 4,536,711
Massachusetts [} 16,304,8%)
New 4amps-ice 1 2,395,044
Rhode Islane 1 3,440,878
‘terment 1 1,690,341
New York = ~6.302.1C 29.%08 £41,792
6 102,600,679 QG,451,791 643,792
(90.8%) {9.08) [{- % 1 })
MID=ATLANT IS
delware 3 2.30),648
Jistraice 2f Columoira 1 4,006,919 .
varvlang 4 3,773,509 $.000,7%4
New Cersev R 26,423,706
Pennsvivania L X] 36.8%%.27) 20.116,326
IV - PE. T 124 8,688,620 8.637,3%0 903,03
dest irqaria 1 15.428,447
Puerts Ao il 74,958,900
JAf3an ls.ancs N , 1.8%0.200
FIT] 195,973,638 39,086,551 36,256,326 7,823,300
77,7\ 112.5W) ‘B.5V R, 1)
JOTTMLEET
AL\arsas 78 10,929,548 2,000,000
Louisiana 64 23.532.388
New “exics n 2,078,410 815,969 4,667,392
I!ianona ” 1,388,437 9,353,746 F
Texas 334 49,592 9 704.674
So1 7:“.!17.%0:‘ Ti".:"u—i. a2 TT9I8.543  5.900.900 4,667,397
(73.90) (19.1%) (0. 8%} 2.00) (4,60}
iliincis 102 12.099,.824 3,698,958 30,000,000
Indiana 92 17,362,992
sieaigan [} 11,027,498 6,357,026 17,017,238
Minnesots [ 1] 2,384,184 4,949,7%0
onao [ 1] 33,8%.07%% 9.788.297
¥isconsin hal 700,000 230.7%7
Er g ¥8.910.181 '5;.25?.'011 30,253,787 17.017. 258
(49.00) {20.40) {19.1%) (10.7%)
SOUTHEAST
Alabama (1) 4.299,834 312,132,208 9,013,487
flozida [ Y 8,324,870 14,099,481
e0orqia 19 18,708,508 4,992,382 193,871
Kentucky 120 19,445,551 $.506.082
M1881881PPi 02 1,725,840 7,600,278 9.995.068
North Carolina 100 14,399,309 9,289,0)) §9),480
south Carolina “ 14,583,004 3,333,856
Temnanses 3 TR : T
s 848, 81,876,431 TUCTR  Tv.0e),518 43,112,938
(32.68) (39.9%) .7 (6.8%) (21.08)

fatimates 3f dollar valus of issuance Dy systas type provided Dy PSP Stats agencies.
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APPENDIX A(2)

: | ISSUANCE TYPZ
NUMBER
or (8]
PROJTCT (81 ) oIRECT 23] (S)
REG!ON Al._!l! AT TR EIL boladba/ed 4 L 3e.d ol 534 m
MOUNTAIN PLAINS X
Colorado sS4 2,147,878 \ 4,400,7%4
tuwa 9 4.699,3013
Ransas 108 104,741 4,180,929
Missouri 115 7,563,028 3,193,278
sontana 55 1,396,191 $92,090
Nebraska 90 2,778,516
Noreh Dakoea 51 102,129 922,29] 18,821
south Dakota 6% 267,214 267,28)
teah 11 1,734,567
“yoming -t —_—507,073 87,600
38 12,381,184 26,575,492 $7,600 2.419:575
(28.5%) (61.2%) (0.1%) (10.2%)
WESTERN
Alaska 1 2,659,973
Arizona 14 9,702,973
Qalifornia S8 39,660,969 13,861,180 108,718 706,647
Hawaii 4 6,044,483 -
tdaho i 283,344 3,548,094
Nevada 17 33.016 1,657,003
Jregon 1 223,597 10,956,236
Washingeoan 19. 4,241,778 8,301,549
Fuam -1 1,544,516
179 $2.3%4,300 49,369,012 108,718 706,647
(30.8%) (48.8%) 9.1%) 10.7%)
WATTONAL TOTAL 566,391,017 249,198,390 $6,935,849 19,343,143 ¢+ 65,311,580
(39.1) (26.0%) (6.00) (2.1%) 8.0
ey S
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